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ECONOMIC AND POLITICAL SALVATION 


RESPONSE TO GLOOMY AND DIREFUL PREDICTIONS 


F we are to believe or to be swayed 
by the broadsides of direful ultima- 
tums discharged by scholastic and 
and other gentlemen of erudition, 

especially in connection with the latest crop 
of commencement addresses, the world is 
today in a greater state of economic and 
social bew ilderment than at any period since 
the dawn of civilization. Dr. Nicholas Mur- 
ray Butler likens this ‘‘world depression,’ 
in its epochal-marking character, to the 
fall of the Roman Empire, the Renaissance 
and the beginnings of the political and social 
revolutions in England and France. 

Dean Donham of Harvard sees forces of 
instability in our capitalistic society and 
Western civilization as growing more dan- 
gerously powerful. Dr. Alfred N. Whitehead 
says: ‘“The mere compulsion of tradition has 
lost its force. . . We must produce a great 
age, or see the collapse of the upward striv- 
ing of our race.” Dr. Harry Emerson Fos- 
dick says: “Our whole capitalistic society 
is on trial.” Sir Arthur Salter, director of 
the economic and finance section of the 
League of Nations, said to a group of finan- 
cial men in New York recently: ‘Our eco- 
nomic system is on trial the more because 
there stands in another great country, as an 
increasing and alternative system to some, 
and a bogey and a terror to others, a con- 
ceivably preferable system.” 

A distinguished Oxford savant pictures at 
least the partial collapse of civilization 
because of the swamping of the socially com- 


petent by the socially incompetent due to 
the growth of an undisciplined electorate. 
Other voices are heard dwelling ominously 
upon the decline of Democracy, the menace 
of Sovietism and of revolutionary restive- 
ness which engulfs a large part of the globe. 
Eminent members of the clergy are pro- 


foundly solicitous of the evidences of moral 
and spiritual decay in this generation. 
With such confusion and apprehension 
gaining currency it was refreshing to a mul- 
titude of listeners, sitting at the radio, to 
hear again the vibrant voice of President 
Hoover, aroused from seeming lethargy and 
resignation, giving accent to ‘the faith that 
is America’s. Whatever may be the out- 
come or consequences of dictatorship, fall- 
ing thrones and of revolutionary political 
and social experiments in Europe, Russia, 
India, the Far East and other parts of the 
world, of one thing the American people and 
nation may rest assured. gS 
The sober judgment, inherent respect for 
constitutional liberties, equality of oppor- 
tunities and the rights of private property, 
which have carried this nation through all 
crises in its history, will not only endure to 
conquer the problems of this period, but 
pave the way to new uplands of social, polit- 
ical and economic achievement. As Presi- 
dent Hoover said in his Indianapolis ad- 
dress, while the immediate task is to rout 
the forces of economic disruption and 
pessimism, the American people recognize 
the present difficulties as transitory and 
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that from them will come a greater and more 
wholesome prosperity. 

To a dispirited world there has come no 
message so heartening as the proposal ad- 
vanced by President Hoover, and hastened 
by grave conditions in Germany, that the 
nations agree upon a year’s moratorium for 
the postponements of all inter-government 
war debts and reparations. This step signi- 
fies the most important contribution thus 
far made by the United States toward 
economic recovery. It spells departure 
from a policy of isolation which failed to 
take cognizance of the fact that the world 
has become one economic family. 

In strong contrast to previous experience 
there is this to be said, 7. e., that escape from 
the problems peculiar to this period of de- 
pression rests not alone upon a complacent 
reliance in natural forces of recovery or 
ultimate reassertion of economic adjust- 
ments and values. As the chief creditor and 
most resourceful nation of the world and in 
defense of our cherished principles of govern- 
ment, there is urgent demand for a new 
leadership which is alert and accepts the 
challenge that comes from within and from 
far beyond our own geographical confines. 
As Dean Donham of the Harvard Business 
School well says in his book on “Business 
Adrift”: ‘“‘The danger in our situation lies 
not in radical propaganda but in lack of 
effective business leadership.”’ 

With all due respect to academicians and 
others who indulge in gloomy and calami- 
tous predictions, the most revealing colors 
in this world-picture of turmoil and chaos 
is the unmistakable groping toward more 
stabilized and equitable standards in social, 
political and economic relationships. Hu- 
manity is not going backward but on to 
higher promontories. Despite dictatorships 
and the treacheries of communism, the 
world is certain to emerge upon a stronger 
footing of those common fundamentals 
which seek the outlawry of war, the peaceful 
solution of domestic as well as international 
problems. Russia, with its Moscow tyranny 
far more cruel and inhuman than that of 
the Czarists, and in the conduct of its “Five 
Year Plan” compelled to yield more and 
more to the methods of capitalism, will find 
its way back toward accord and alignment 
with the progressive forces of other leading 
nations working toward economic and politi- 
cal salvation. 
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‘“‘BUSINESS DEPRESSION’”’ AND 
FIDUCIARY PROTECTION 


IGOROUS assertion of the age-old 
doctrine and modernized devices of 

trusteeship is urgently needed at a 
time of questioning like the present. This is 
the one enduring instrumentality which 
stands firm and sure in the midst of political 
change and economic confusion. No other 
is so effective to combat dangerous and 
revolutionary propaganda which assail not 
only our political concepts but that which is 
most essential to the individual and the life 
of the nation, namely, the preservation of 
the sacred rights of private property. Take 
away the right to acquire and hold property, 
to protect that which the individual has 
earned by toil, integrity and intelligence and 
to hand on such honest acquisition to the 
family and dependents, and the very corner- 
stone of our system of government would 
crumble away. 

Will the trust companies and the banks 
engaged in trust service rise up to the oppor- 
tunities and to the responsibilities which this 
pregnant period of change and searching 
thrust upon them? Would that all those en- 
gaged in advancing the standards of trust 
administration carried that high sense of 
duty so clearly expressed by James H. 
Perkins, the head of America’s oldest trust 
company, when he said: 


“Having in mind the enormous total of trust 
responsibility, I can picture in my mind the 


day not very far distant when the power of 
good and evil in our industrial life in this 
country is going to very largely rest in the 
hands of the trust departments of trust com- 
panies, of national and state banks.” 

President Hoover, in his virile Indianapo- 
lis address, proposes a “‘twenty year Ameri- 
can plan” as an answer to the Soviet ‘‘five- 
year formula” with which Moscow hopes to 
conquer the world. Vital to any constructive 
‘“‘American plan” are the protective agencies 
of trust service, the safeguarding of prop- 
erty, estates and earnings. This is more 
readily appreciated by those who have a 
grasp of the beneficial and innumerable 
ramifications with which fiduciary adminis- 
tration enters into the fabric of this nation’s 
economic, financial and social structures. 
Trust service is the answer today to some 
of the most pressing problems. 
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“ISLE OF SAFETY”’ 


ITERALLY there are millions of 
people suffering from the lash of de- 

pression and speculative losses, who 
stand in need of or are seeking sanctuary 
for their property concerns. There is a cry 
for reliable guidance in handling invest- 
ments, in the conservation of estates and 
income. No one can fail to sense the strong 
undercurrent of resentment and the weak- 
ening of faith because of conditions and lack 
of controls which expose the masses to the 
temptations arising from speculative ex- 
cesses, from the greed and chicanery of 
those who barter their respectability and 
integrity in order to profit from public 
credulity. 

Although the banking structure is secure 
in its fundamentals and bank management 
is more chastened than ever before, the 
tribulations, the failures, the impairment of 
assets are frankly due to the fact that bank- 
ing has departed from its proper functions 
of accommodating business and commerce 
and of keeping its funds in really convertible 
form. Public confidence in our banking 
institutions cannot be fully restored until 
they return to their proper sphere and rid 
themselves of speculative and financial poli- 
cies which have contributed in no small 
measure to the economic plight of the 
country. 


The American public demands ate 
The A public d ls greater 


GS ae “ a 
es ae 


security and release from the hazards of 
speculative banking and employment of 
credit; from cunningly laid financing, so- 
called investment and stock-jobbing traps. 
The New York Stock Exchange cannot ex- 
pect to recover the confidence of the public 
or remain true to its legitimate functions of 
providing a free market for sound securities, 
unless it rids itself of those elements of floor 
trading which savor of pure gambling and 
as Melvin A. Traylor in a recent address 
said: “has about it most of the characteris- 
tics of plain crap-shooting.”’ 

It is no mere figure of speech to say that 
responsible and experienced trust adminis- 
tration has provided an ‘“‘isle of safety,” 
guarding against the speculative dangers 
which attend periods of affluence as well as 
losses of business depression. Trust service 
is today more impregnable than any other 
type of investment or financial service. This 
is sufficiently proven by unimpeachable’ 
records from official sources, showing im- 
munity from loss to beneficiaries where 
estate and trust funds are confided to the 
care of corporate fiduciaries. 

It is through the wider extension of re- 
liable trust service and the new alliance with 
life insurance and savings that President 
Hoover’s “twenty year plan” which en- 
visages broader distribution of wealth and 
ultimate banishment of poverty. will be 
most effectively carried to accomplishment. 


GOVERNORS OF TWENTY STATES WHO ATTENDED RECENT ANNUAL CONFERENCE AT FRENCH LICK, 
INDIANA, TO Discuss PROBLEMS OF STATE GOVERNMENT 
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TRUSTEE SURCHARGED IN HOLD- 
ING STOCK FOR INFANT 


NOTHER interesting decision has 
been handed down in New York 
which indicates that this is the ‘‘open 
season’ for surrogates and judges to display 
their hindsight in interpreting the exercise of 
“discretionary powers” where trustees dis- 
pose or hold non-legal investments in trust 
estates and where the original investments 
and particularly interests in close corpora- 
tions, were derived from the testator. It is 
somewhat of a peculiarcoincidence that these 
latest surcharges against corporate trustees 
come from New York and have a strong 
scent of paternalism in demanding omnis- 
cience from corporate trustees in determin- 
ing future market prices of securities, espe- 
cially under such unparalleled conditions as 
have prevailed during the last few years. 
The latest decision, following closely upon 
the ruling of Surrogate Slater of Westchester 
County, surcharging a trust company in 
the Clark case for holding certain sugar 
stocks, comes from the Court of Appeals of 
New York, the highest tribunal in the state. 
The court surcharges trustees of the estate 


of George K. Garvin for having held cor- 
porate stock, in which an infant had an in- 
terest, until such stock became worthless. 


In this case, the estate was valued at 
232,000 at the time of the testator’s death 
in 1919, and of the total amount of the 
estate $206,000 was in the stock of the 
Garvin Machine Co., a close family corpora- 
tion, the testator’s interest representing about 
20 per cent. of the value of the company. 
The will specifically declared that the 
testator desired the trustees to retain his 
holdings of the Garvin Machine Co. and not 
to dispose of them in order that the business 
of the company might be conducted and the 
stock retained by ‘the family so long as it 
should be expedient to retain the stock. It 
stated further, however, that this suggestion 
might be disregarded by the trustees when- 
ever in their opinion it was desirable to do 
so and full power of sale of all or any part of 
it was granted, with authority to make re- 
investment of the proceeds i in any kind ot 
property or securities whether legal for 
trust funds or not. 


For several years prior to the war, the 


company had not been very successful and 
its dividend record was irregular. During 
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the war years and for some little time there- 
after, however, the company was extremely 
successful and dividends of 20 per cent. were 
paid in these years. The trustees of the 
estate were consciously aware of the diffi- 
culty confronting them in retaining a 
minority interest in the company, which 
could probably not be disposed of to persons 
outside of the family except at ruinous prices. 
In order to protect themselves, they received 
the consent of the widow to retain the hold- 
ing and also the consent of the guardian 
of the infant, who was himself an attorney. 

In the meantime, efforts were made by 
the trustees to dispose of the company as a 
whole, but because of the lack of a long 
record of successful operation, these efforts 
did not terminate satisfactorily. Appar- 
ently, it was impossible to dispose of the 
holdings to other members of the family. 
The only offer which trustees were able to se- 
cure for the property as a whole, was refused 
by the majority stockholders of the company. 

Two alternatives were left to the trustees: 
either to retain the stock and take their 
chances upon the company being successful 
and their being able in the future to dis- 
pose of the holdings to advantage, or dispose 
of the holdings at public auction. 

Beginning in 1920, the machine tool in- 
dustry suffered a severe setback and the 
Garvin Co. met with such reverses that 
eventually the stock became valueless. At 
this time, the guardian of the infant pointed 
out that he had no authority to execute the 
consent he had previously given to the reten- 
tion of the infant’s share, and accordingly 
instituted this action to surcharge the trus- 
tees. The Court of Appeals pointed out that 
the trustees were negligent in failing to dis- 
pose of this stock to the extent necessary to 
pay the infant’s share in the estate. The 
infant was born subsequent to the making of 
the will and was entitled to a one-ninth 
share of the estate, as though the testator 
had died intestate. Strict administration 
was, therefore, required and could not be 
eliminated or modified by any provision of 
the will relating to the retention of the stock, 
nor could it be affected by the purported 
consent by the guardian to the retention of 
the stock. The executors and trustees were 
under a duty to sell the infant’s share within 
a reasonable time, and because of their 
failure to do so they must be surcharged 
for any resulting loss. 
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ILLINOIS SUPREME COURT DECI- 
SION ON ‘“‘PRACTICE OF LAW’”’ 


HE Supreme Court of Illinois has 
handed down a decision which is of 

general interest because of its bearing 
upon current discussions as to what con- 
stitutes ‘‘practice of law.”’ The court im- 
poses a fine of $1,000 with costs and holds 
guilty of contempt the Peoples Stock Yards 
State Bank of Chicago on the charge that 
as a corporation it engaged in unauthorized 
practice of law. The decision also affirms 
the inherent power and control of the court 
Over persons and corporations for presum- 
ing to conduct legal business inside or out- 
side of courts. 

The court approves of the definition a 
to what constitutes legal practice: ‘‘ Prac- 
ticing as an attorney or counselor at law, 
according to the laws and customs of our 
courts, 
any sort of service by any person, firm or cor- 
poration when the giving of such advice or 


rendition of such service requires the use of 


any de gree o} 


f legal knowledge or skill.” 

This decision cannot be emis as hav- 
ing any direct application to the trust com- 
panies of Chicago. It was based upon an 
extreme case which is not typical the 
policies which prevail. The court referring 
to the Peoples Stock Yards State Bank, says: 
“A more aggravated case of deliberate, un- 
authorized practice of law by a c: orporation 
could rarely be found.” The information 
showed that this particular bank had its 
own legal department, drafted all sorts of 
instruments and appropriated attorney fees. 

The Corporate Fiduciary Association, in a 
brief filed as amicus curia, shows that the 
trust companies of the city, through the 
Corporate Fiduciaries Association, worked 
out an agreement two years ago with the 
Chicago Bar Association. Through this 
code the trust companies pledged themselves 
to refrain from any activities that might be 
construed as “practicing law.’”’ The agree- 
ment provides that member trust companies 
shall not draft wills or trust instruments 
through their own lawyers or persons in 
their employ, and that customers shall be 
recommended in all cases to consult outside 
counsel. Substance of the text of the 
decision by the Illinois Supreme Court 
appears elsewhere in this issue of TRUST 
CoMPANIES. 


COMPANIES 


is the giving of advice or rendition of 
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LEGISLATURES OPPOSED TO 
DRASTIC ‘‘LAWYERS’ BILLS” 


N interesting development in con- 

A nection with the concerted campaign 

conducted by barassociations through- 

out the country against so-called “unlawful 
practice of the law” is the reluctance of 
state legislative assemblies to enact bills 
which attempt to rigidly define what consti- 
tutes the “practice of law” or restrict within 
narrow limits the giving of legal advice. 
This is significant in view of the fact that 
lawyers predominate in the membership of 
most of the state legislatures. The fact re- 
mains that out of a score or more of “law- 
yers’ bills” introduced in various legislatures 
this year, only one legislature gave counte- 
nance to such legislation after making some 
material modifications in the measure as 
originally presented. In most of the legis- 
latures the bills were either not reported . 
from committee or recommitted. In other 
states legislative action was suspended by 
reason of cooperative efforts between com- 
mittees of the bar associations and of local 
corporate fiduciaries associations, seeking to 
establish mutually satisfactory working ar- 


rangements and creation of “codes of 
ethics.” In general, the lawyer-trust com- 


pany situation appears more hopeful of 
peaceful solution, especially in view of 
agreements on the part of fiduciaries to re- 
spect professional preserves. 

The situation in Massachusetts points the 
way toward a more rational approach in 
dealing with unauthorized practice of the 
law by laymen and lay corporations, than 
resort to hostile and drastic legislation. In 
that commonwealth the professional execu- 
tor and trustee continues to occupy an im- 
portant position in handling estates and 
trusts, notwithstanding the rapid develop- 
ment of trust service “by trust companies 
and banks in recent years. For a number 
of years attempts have been made by the 
state and local bar associations to secure 
passage of bills which would strictly con- 
fine practice of the law to the legal profes- 
sion and likewise designed to limit the adver- 
tising and solicitation of trust companies 
and banks for trust business. 

An unusually strenuous effort was made 
at the present session of the Massachusetts 
legislature to secure the enactment of an 
“anti-trust company bill.””’ The House of 
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Representatives voted for the passage of 
the Avery bill, but the Senate defeated the 
measure by a vote of 13 to 21. During the 
debate on this measure the fear was ex- 
pressed that it would prevent members of 
the General Court from doing favors for 
their constitutients for which they received 
no compensation. Commenting on the de- 
feat of the “lawyers’ bill,” the Bar Bulletin 
issued by the Bar Association of the City of 
Boston expresses the opinion that this ac- 
tion may not be regarded entirely as unfor- 
tunate, and says further: 

“In the first place, it is difficult, if not im- 
possible, to draft a bill which will restrict 
the practice of law to those properly quali- 
fied and at the same time not interfere with 
the legitimate activities of those outside the 
profession. Again, a statute is necessarily 
rigid, and cannot be readily adapted by the 
courts to fit each individual case. Further- 
more, when the legislature has once under- 
taken to act upon a subject, the courts are 
naturally reluctant to go outside or beyond 
the statute. They incline, and properly so, 
to restrict themselves to the provisions set 
forth by the legislature, and therefore may 
not feel free to break into new ground. 


“Now whether or not it is desirable to 
have the legislature define the numerous 
acts which are to be considered as unlawful 
practice of the law, the present legislature 
has refused to do so, and it is highly prob- 
able that succeeding legislatures will be 
equally reluctant. The result is that re- 
sponsibility for preventing unlawful prac- 
tice of the law is left to the bar, and to the 
courts. We venture the opinion that this 
is as it should be. We doubt the efficacy in 
practical operation of any blanket act. We 
do not doubt either the power or the ability 
of the courts to build stone by stone, ac- 
cording to the good old custom of the com- 
mon law, a wall which will both protect 
the bar and the public against the threatened 
demoralization of ethical standards and at 
the same time be fair to the layman. 


“Tf the courts cannot control practice of 
the law by laymen or corporations, then the 
bar examinations, formal admission to prac- 
tice, and all the provisions relative thereto 
in G. L. Chapter 221 are superfluous. The 
initiative, however, cannot come from the 
courts. It is no part of their function to 
start the ball rolling.”’ 
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PROTECTION FOR BANK 
EMPLOYEES 


HE most convincing reply to irre- 
sponsible charges that big bankers 

are advocating wage reductions in in- 
dustry is the admirable record which the 
rank and file of American banks and trust 
companies have maintained during this 
period of business depression, in holding up 
the schedules of wages for their own em- 
ployees. What is more significant of the 
contributions which banks and trust com- 
panies are making toward the restoring of 
normal business is the fact that banking 
stafis have been kept intact. Amidst all 
the discussion of unemployment, part-time 
reduction and plant dismissals, there ap- 
pears little or no evidence that banking in- 
stitutions are laying off employees. Prac- 
tically the only defections are such as due 
to bank failures, where considerable part of 
working forces are still retained for purposes 
of liquidation. 

The loyalty of bank and trust company 
managements toward employees is mani- 
fested not only by keeping them on the 
salary rolls, but by the generous provisions 
which have been made for their financial 
protection. Within recent years, and especi- 
ally since the war, it has become the rule 
rather than the exception for banks, large, 
medium-sized and small, to establish or 
broaden pension, retirement, disability and 
insurance plans. In this respect the banks 
are following the policy which obtains 
in England and other countries. 

There is no class of employees so well 
treated, for example, as bank men and 
women in the matter of insurance protec- 
tion, which most often takes the form of 
group life insurance such as provided in 
group policies issued by standard life insur- 
ance companies. Available statistics show 
that out of a total of $10,000,000,000 of 
group insurance in force for all classes of 
employees in the United States, the greatest 
portion is for the benefit of bank employees, 
namely, $550,000,000. Over 200,000 bank 
and trust company employees are benefici- 
aries under such group policies, averaging 
$2,000 per bank employee. The largest 
part of such insurance is of the “contribu- 
tory” type, where the employing bank and 
the insured share in the payment of 
premiums. 
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LESSONS FROM CHICAGO BANK- 
ING SITUATION 


HE recent suspension of twenty-seven 
smaller banks in the outlying districts 

of Chicago, within less than one week 
is attributable to one major cause, namely, 
frozen real estate loans and impaired value 
of assets. In so far as the general banking 
position in Chicago is concerned, that has 
been immeasurably clarified and strength- 
ened by concerted efforts among its banking 
leaders, including Melvin A. Traylor and 
Charles G. Dawes. 


The record of splendid leadership and 
whole-hearted cooperation which has always 
characterized the history of banking de- 
velopment in Chicago in every test of re- 
sourcefulness, whether of national or local 
significance, was again manifested in this 
latest development. Through the vigorous 
action of those concerned in the “loop” 
mergers and the conferences conducted by 
members of the Clearing House and officials 
of the Federal Reserve Bank of Chicago, 
one of the few remaining sore spots in the 
general banking situation has been effectu- 
ally dealt with. Chicago bankers are now 
breathing more easily. Thousands of de- 
positors are relieved from suspense and 
dread of losses. 

There is one important lesson to be gained 
from this experience in the second largest 
city of the country. The troubles originat- 
ing among the outlying Chicago banks 
serves as an indictment against the strict 
prohibition in Illinois laws against branch 
banking even within local limits. Because 
of such restriction a far greater number of 
so-called neighborhood and independent 
small banks than necessary were allowed to 
compete with each other. The struggle for 
existence, aggravated by business depres- 
sion and severe decline in value of assets, 
particularly real estate loans and collateral, 
caused the managements to indulge in 
practices which would not for a minute 
be tolerated by the well organized and larger 
banking institutions in Chicago. 

It is reasonable to assume that public 
and banking sentiment in Chicago and IIli- 
nois will acquire a more modified tone in 
recognizing inevitable economic demands 
upon banking development. The situation 
which developed among small outlying 
banks, would have been prevented by laws 
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permitting the larger and strong banks of 

the city to extend their facilities and pro- 

tection by means of branch banking offices. 
oo > 


ALLOCATION OF CASH DIVIDENDS 


CASH dividend is properly included 
in the gross estate where it has been 
declared to stockholders of record on 
the same date as decedent’s death. This is 
the substance of a recent opinion of the 
Surrogate of Kings County, New York, in 
connection with the estate of J. B. Booth. 
In this case the Bristol-Myers Company of 
New York declared a cash dividend on 
September 30, 1929, payable on October 9, 
1929 to shareholders of record on October 7, 
1929. The decedent died at 7 a.m. on Octo- 
ber 7, 1929. It was contended by the execu- 
tor that the dividend did not accrue until 
the close of business on October 7, 1930, at 
which time title to the stock had vested in 
the executor and the dividend became in- 
come in his hands and not taxable principal. 
In holding that the dividend in question 
must be included in the gross estate and not 
be regarded as income of the estate in the 
hands of the executor, the court pointed out 
that as soon as the profits on shares of stock 
are ascertained and declared they cease to 
be the property of the company and the 
owner of the shares becomes entitled to the 
dividend. It at once forms a part of his 
estate. The fact that the dividend is made 
payable at a future time is immaterial. The 
dividend to which the life tenant may be 
entitled as income can only be that which 
the company declared after that relation is 
acquired. In this case the dividend repre- 
sented profits, or income, but had become a 
debt on the part of the corporation to its 
stockholders before the will of the now 
deceased stockholder took effect. 

The declaration of the dividend is in legal 
contemplation a separation of the amount 
thereof from the assets of the corporation, 
which holds such amount thereafter as the 
trustee of the stockholder at the time of the 
declaration of the dividend. The provision 
making payable to stockholders of record on 
a certain day is intended to serve the con- 
venience of the corporation and to protect 
it in paying to the person who appears on 
its books, where it has no notice of the 
transfer. It.does not affect title to the 
dividend. 
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COL. FRANCIS HENRY FRIES 


AR more precious than vanishing 
wordly goods is the heritage conveyed 
by men of refined ideals of manhood, 
of unblemished Christian virtues and of 
genius for achievement mingled with gentle 
qualities of heart, bestowed upon all those 
who have been privileged to associate or to 
come within the range of influence of such 
great souls of any generation. The death of 
Col. Francis Henry Fries imparts a profound 
and peculiar sense of personal loss to all 
trust men, who, during the past quarter of a 
century or more, have found that warm 
kinship which comes from unselfish zeal and 
sacred acceptance of responsibilities that 
have shaped the integrity and high stand- 
ards of trust company administration. He 
was the embodiment of the spirit of unfal- 
tering fidelity, and of broad human sym- 
pathies which should at all times dominate 
the performance of trust service. 


One of the rugged pillars in the structure 
and broader evolution of trust company 
service during the past quarter of a century 
has fallen. When future historians shall 


dwell upon the so-called “modern trust com- 


pany movement,” with keener appreciation 
of its significance and economic values, the 
name of Col. Francis Henry Fries will be 
inscribed in large characters among its 
master minds and builders. To his memory 
the present generation of trust men will 
yield reverence and ready tribute for what 
he and other stalwarts in the trust company 
fraternity have done in giving accent to 
ideals and raising trust service from its 
purely routine and contractual framework. 
Particularly in this day of confusion in the 
public mind and of seeking for sanctuary 
from the vicissitudes of business and finan- 
cial depression, is there urgent need among 
trust men to follow the example and take 
bearings from the character and career of 
such men as the late Col. Fries. 

It is chiefly since the dawn of the present 
century that trust company service has 
acquired its present stature and scope. Dur- 
ing the past century, with its magnificent 
record of pioneering trust companies, the 
groundwork was laid and the hardy peren- 
nials were cultivated which were destined 
to yield such abundant harvests in later 
years. The turn of the century was a time of 
careful nursing and of preparation for 
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greater demands, more complicated prob- 
lems and responsibilities as well as of re- 
finement in progressive trust company man- 
agement. There was a call for new leader- 
ship, Col. Fries was amongst those who 
responded to that call. 

The group of outstanding figures in the 
trust company fraternity, affectionately 
known as “The Old Guard,” and more ac- 
tively identified with the organization and 
earlier years of the Trust Company Section of 
the American Bankers Association, is dwind- 
ling fast. Their presence at the trust com- 
pany gatherings was a source of inspiration 
to the younger men. Theirinfluenceand coun- 
sel has created guiding traditions which must 
be jealously guarded and carried onward. 
With the passing of Col. Fries it is well for 
older and younger men in the trust company 
family to pause and render silent tribute to 
the members of the “Old Guard” who have 
preceded him to the bourn from which there 
is no return and recalling such names as 
Breckinridge Jones, Judge F. H. Goff, 
Festus J. Wade, John H. Holliday, Edmund 
D. Hulbert, Henry M. Dechert, Henry M. 
Campbell and others of grateful memory to 
all trust people. 

oo ¢ 


INDUSTRIAL LEADERSHIP 


N his series of essays embraced in his 
I book entitled ‘Moving Forward,” 


Henry Ford reaffirms his economic 
doctrine of low prices, high wages and 
shorter hours. “The task of industrial 
leadership,”’ says Mr. Ford, “‘is not to find 
jobs for as many men as possible, but to 
find high-priced jobs for as many men as 
possible, and the start has to be with a few 
high-priced men. For not otherwise can 
the low costs be attained which will increase 
consumption and make more high-priced jobs 
necessary. Production calls out man power; 
production is not called out by man power. 

“We are traveling a road that no one has 
ever traveled. The way is not easy. Many 
well-meaning people have held out that 
there is another road and the going is much 
easier. They point to the road of regulated 
prices, state aid, and the sanctifying of 
things as they are. They do not know that 
the end of the road is a very hard one. 
There can be no substitute—either tempor- 
arily or permanently—for work and leader- 
ship.” 
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UNIFORM OPEN-END INDEMNITY 
BOND COVERING DUPLICATE 
STOCK CERTIFICATES 

HE Corporate Fiduciaries Association 
sf of Chicago recently adopted a new 

standard and open-end form of in- 
demnity bond which offers additional pro- 
tection to trust companies and banks as 
transfer agents when required to issue dupli- 
cate stock certificates on account of the 
loss of originals. This bond may also be 
used by trustees under bond issues in con- 
nection with the issuance of duplicate 
bonds, debentures and notes. 

It has been the practice in the past to 
require a surety bond, in the case of issuing 
duplicate stock certificates, signed by the 
stockholder as principal and a responsible 
surety company as surety, in double the 
par or market value of the stock, which ever 
may be the greater. In view of the drastic 
decline in market prices of securities during 
the past eighteen months, transfer agents 
have come to recognize the advantage of 
requiring an open-end or unlimited surety 
bond, which, as the name indicates, does not 
limit the liability of the principal or surety 
company to a definite amount. 

It may be readily seen that the protection 
afforded by the old form bond might prove 
inadequate in case of a recovery in the mar- 
ket value of securities, whereas the new 
bond would protect against the actual loss 
sustained. Practically all of the large 
surety companies are writing this open-end 
bond and are charging a premium of 6 per 
cent on the actual market value of the 
securities. Under the old form the charge 
was 2 per cent on double the value of the 
securities, which would be the equivalent of 
4 per cent on the actual value. 

The executive committee of the Corporate 
Fiduciaries Association of Chicago some 
years ago appointed a stock transfer com- 
mittee for the purpose of standardizing 
forms and adopting uniform practices in 
connection with the transfer of stock. In 
order to secure adequate protection in issuing 
duplicate stock certificates, the stock trans- 
fer committee recently drafted a form of 
open-end bond which was adopted by the 
executive committee and which is now used 
by all Chicago trust companies and banks 
as transfer agents. It might also be well 
to point out that the form of bond also 
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simplifies the work in connection with such 
matters in that in the past it was often 
necessary to send indemnity bonds back for 
revision. Also the surety companies were 
not always aware of the particular require- 

ments of some of the trust companies. 

OO 
THE NEW GENERATION OF 
BANKERS 

N so far as bankers indulge in reflec- 
I tions as to the future of American 
banking, they should not neglect to 
take into account the virile and well disci- 
plined army of embryo bankers who are 
rising up from the ranks and preparing 
themselves for the responsibilities of to- 
morrow. The most illuminating and reas- 
suring element is the work conducted by 
the American Institute of Banking as the 
educational arm of the American Bankers 
Association. The membership of the In- 
stitute represents an enrollment of 73,000 
junior officers and employees. Local chap- 
ters and banking schools are maintained in 
223 cities and communities, not to mention 
the thousands benefiting from correspond- 
ence courses. There are 43,000 bank stu- 
dents enrolled who are pursuing class-room 
studies under capable instructors, including 
courses in elementary bank and trust com- 
pany work, more advanced and technical 
courses and opportunities for specialization. 
Among the 15,000 graduates from standard 
courses, there are many who today occupy 
most responsible offices in banks and trust 

companies from presidency downward. 
The zealous spirit for improvement and 
quest for efficiency which animates the mem- 
bership was in evidence at the recent 
twenty-ninth annual convention of the 
American Institute of Banking in Pitts- 
burgh, with over two thousand delegates in 
attendance. It is therefore well to bear in 
mind that, however complicated and serious 
the present problems are as related to bank- 
ing, the generation now rising has the ad- 
vantage of far better educational facilities 
than were available to bankers of the past 
generation whose training was more often 
confined to the school of hard knocks. The 
conditions which prevail today in American 
banking are precisely such as should stimu- 
late bank and trust company managements 
to encourage their employees to take advan- 
tage of Institute and other efficient courses. 
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TRUSTEES’ COMMISSIONS 


N a trust to pay income to life tenant 

with remainder over, the trustees are 
entitled to but one commission for 
receiving and paying. This is the gist of a 
recent ruling by the Surrogate’s Court of 
Kings County, New York, in the matter of 
Wild. Property was bequeathed by George 
Coutts to his executors in trust to pay the 
income to his wife for life, and on her death 
to pay the income to his daughter for life, 
remainder over. The wife was one of the 
executors; the name of the other was Wild. 
The will directed that on the death of one 
of the executors a responsible trust company 
be appointed in his place. The executors 
closed the estate, received full commissions 
as such and retained the trust property as 
trustees. They were awarded one-half com- 
missions for receiving as trustees. The wife 
died and a trust company was appointed. 
The following questions were submitted 
for determination by the Surrogate: 1, The 
right of the wife’s estate to an additional 
half commission as trustee. 2, The rights of 
Mr. Wild at this time to an additional half 
commission as trustee for paying out, and a 
second half commission as trustee for re- 
ceiving, in addition to the half commission 
for receiving which was paid him when the 
trust was first set up. This carries with 
it a possible implication of his rights to 
still another half commission upon the ter- 
mination of the trusts and the payment over 
of the corpus to the ultimate remaindermen. 
3. The right of the trust company appointed 
in the wife’s place to receive two commis- 
sions at half rates for receiving, and one for 
paying out at the present time, with the im- 
plication of a further half commission on 
paying out on the termination of the trust. 


The court held that the half commission 
received by the wife for receiving was all 
that she was entitled to; that Mr. Wild, 
having received a one-half commission for 
receiving, was entitled to no more; except as 
to such commissions as he might be entitled 
to on increments to the trust estate, until 
some part or parts of the corpus should vest 
in final possession of the remaindermen, at 
which time his half commission for paying 
out would accrue; if he be still in office; 
that the trust company, as substituted trus- 
tee, was entitled to a commission at half 
rates for receiving. 


CLASSICS IN TRUST LITERATURE 


Ye w|HE death of Col. Fries recalls two >f 
T his outstanding contributions to the 
classics of trust literature. It was 
back in the fall of 1904 in New York when 
he delivered an address on “Conservatism” 
before the annual meeting of the Trust Com- 
pany Section of the American Bankers 
Association which will always stand as a 
remarkable document in defining the true 
philosophy of trust service and charged with 
a prophetic quality which the succeeding 
years have confirmed. Much of what Col. 
Fries said twenty-seven years ago has a 
striking application to conditions today, 
especially in his conception of trust funda- 
mentals, the dangers of departing there- 
from, the necessity of avoiding speculative 
hazards in handling trust funds and the mis- 
use of the title of trust company. In another 
article, written for Trust COMPANIES 
Magazine some years later, and prompted 
by the spell of a visit to Monticello, the old 
home of Thomas Jefferson, Col. Fries spoke 
of the place occupied by the trust company 
as an instrument perpetuating the inalien- 
able rights of man. 

Speaking of the high plane of service to 
which the trust officer should dedicate him- 
self, Col. Fries said in his address on 
“Conservatism”’: 

“They should realize that the business in 
which they are engaged is a noble and ex- 
alted one; that there is none more so; for 
what business relation can be conceived as 
higher or holier than that of controller and 
conservator of the funds that support the 
widow and the orphan, and of financial ad- 
viser of the most innocent and confiding as 
well as the most needy and dependent mem- 
bers of society? They should realize that 
the word ‘trust’ in its original and unper- 
verted sense means that confidential reliance 
which one person bestows upon another’s 
integrity, veracity, justice, and fair dealing, 
and that this beautiful word stands for the 
business in which they are engaged.” 


°, 2°, i? 
we we My 


“Tt is obvious,” said President Hoover, in 
his Indianapolis address, “that the Federal 
Reserve system was inadequate to prevent a 
large diversion of capital and bank deposits 


from commercial and industrial business into 


wasteful @peculation and stock promotion.” 
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COLLECTIVE LEADERSHIP IN FINANCE AND INDUSTRY 


WORLD-WIDE ASPECTS OF ECONOMIC AND “BUSINESS DEPRESSION” PROBLEMS 
SIR ARTHUR SALTER 


Director of the Economic and Finance Section of the League of Nations 








(Eprror’s Nore: The world is today knit into an indissoluble economic union, which 
leaves no single national self-sufficient, and wherein reverse or maladjustments in one 
section are communicated in varying degrees to the whole economic body. Although specu- 
lative abandon has created problems peculiar to this country, it is necessary to seek the 
causes and the cure for the present period of depression both within and beyond our 
national boundaries. Sir Arthur Salter occupies a position which enables him to appraise 
these international aspects and in his recent address at the Bond Club to a gathering of 
leading New York bankers and financiers, he emphasizes as essential to escape from 
“depression” the vital need for collective international leadership in finance and industry.) 


T seems to me clear that the economic 

system under which we live and have 

grown up, and the economic system under 
which the western type of civilization has 
grown up since the industrial revolution, is 
now on trial before the world as it never has 
been before. This is for three reasons: 

In the first place, while continually, year 
by year, demonstrating more clearly the in- 
mense advantages that that system gives in 
stimulating invention and stimulating ardu- 
ous human effort in increasing productive 
capacity, it has at the same time been de- 
veloping also clearly some of its inherent 
defects. In the second place, it is clear that 
in this time of depression, attention tends 
to be diverted to some extent from the mer- 
its. which are great, to the defects, which 
ure also in some respects serious. In the 
third place, of course, our system is on trial 
the more because there stands in another 
ereat country as an increasing 
and alternative system to some, 
and a bogey and a terror to 
others, a conceivably preferable 
system. 


Defects of Individualistic System 

In this last generation some 
of the inherent defects in our 
present system have been devel- 
oping. The old, attractive, sim- 
ple creed of laissez faire, namely, 
that the free and keen individual 
competition within the frame- 
work of law against fraud and so 
on, would enable every man, by 
pursuing directly his own aims, 
to work also for the general 


In the first place, it very soon developed 
that if that were applied to all individuals, 
including even a child of ten, you had in- 
tolerable conditions as to the conditions of 
labor, and you had, based upon that recog- 
nized exception, the whole growth of factory 
legislation. In the second place, in many 
respects, the waste of individual competition, 
if it were based upon innumerable single in- 
dividual manufacturers, all working sepa- 
rately, was also shown to be great, and by 
natural evolution, industry has tended to 
be organized in larger and larger units. 

Both those developments have had some 
advantages, some considerable advantages, 
but they have had some defects and some 
disadvantages. They have perhaps in some 
Ways increased the fundamental difficulty 
that underlies the whole of this present de- 
pression of adjusting supply and demand, 
and demand to supply. 
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Impoverishment in the Midst of Plenty 

It is perfectly clear that if we try to 
find in what direction we are to search for 
the causes or the cures for this present de- 
pression, we have got to turn to one of the 
three possible sources; foundations on which 
human prosperity is built. Human prosper- 
ity at any moment depends, I take it, first 
upon natural resources ; secondly, upon man’s 
skill to exploit those resources; and thirdly. 
upon the system which enables the products 
of one man and of one country to be ex- 
changed for those of another, and which ad- 
justs the product of the producer to the de- 
mands of the consumer. 

It is obviously in this third sphere that 
something has gone wrong. it is 
in this sphere that the alternative system 
is in some respects stronger. We are today 
suffering from impoverishment in the midst 


Of course, 


of plenty, indeed from an impoverishment 
apparently due to over-plenty. The other 
system suffers exactly from the opposite 


kind of impoverishment, an impoverishment 
due to searcity. Their trouble is not to dis- 
tribute what is produced, but to produce as 
much as they want to distribute. Ours is the 
opposite. 


It is natural that at a time when we 
are suffering one of our depressions, that 
the defects of our system should have as- 


sumed a somewhat greater prominence, and 
we should tend to forget some of its 
merits. 


great 


Difficulties of Adjusting Supply and Demand 
But, in the second place, I 
development 


said that the 
in the original system in this 
last generation or two has, in some respects, 
increased the difficulties of adjusting supply 
to demand. After all, at the time when 
you had innumerable individual manufac- 
turers competing, you had a ruthless but a 
fairly rapid adjustment of production to 
demand, because directly prices ceased to be 
productive, a larger proportion of those who 
produced simply could not go on from one 
month to another. When you have production 


to so large an extent carried on the basis 
of large organizations which can _ finance, 


you tend to get 
operating much 


that 
more 


adjustment which is 
slowly. 

We are, therefore, to some extent, in the 
present stage of our evolution, halting be- 
tween two systems. We have lost some- 
thing of the rapid, frictionless, quick, auto- 
matic adjustment that the first individualistic 
system gave, and we have not yet organized 
on a big enough seale to get the deliberate 
planning advantages of the other system. 
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In my view, these advantages can be ob- 
tained, or many of them can be obtained. 
without fundamentally changing our system. 
But I think that they only can be obtained 
if we have, instead of collective control, at 
least collective leadership. I think the al- 
ternatives before the world now are either 
chaos or collective control or collective lead- 
ership. 


Collective Control and Leadership 


I do not mean the world will have one 
or the other of those, and have nothing but 
that. Obviously, at the best, we shall have 
some chaos in our system. Obviously, even 
if we preserve the greatest possible degree 
of individual competition and freedom, we 


shall have some measure of state regula- 
tion and eollective control. But between 
those there is, I think, an enormous range 


in which measures of collective control have 
as their alternative a development of col- 
lective leadership in finance and in industry. 

I would like to suggest a few of the di- 
rections in which I think that now and in 
the years to come, this collective leadership 
is very urgently required. 

In the first place, starting from the mo- 
ment, it is perfectly clear, I think, that the 
situation of the world in the months that 
are about to follow will constantly be pre- 
senting problems to institutions which have 
credits abroad, as to what they will do as 
regards their policy as to renewal or with- 
drawal, and that constantly each of those 
institutions will realize that it cannot pursue 
a policy which it may think to be in the gen- 
eral interest, unless others who have similar 
commitments and similar problems are pur- 
suing with them the same and a coordinated 
policy. 

I think it is inevitable that this practical 
necessity will bring people together—it may 
be an informal discussion—but it will es- 
tablish relationships and a habit of confer- 
ence which may at least be the basis of col- 


lective leadership in finance over wider 
areas. Assuming that, I will mention one or 
two of the problems that I think, in the 


come, without 
depression, 


years to reference to this 
particular will present them- 
selves as urgently needing collective leader- 
ship of this kind. 


Mitigating Booms and Depressions 
In the first place, we shall get past this 
depression, which I hope will be soon. We 
shall get through this depression as we have 
got through other depressions, either through 
collective measures, or collective wisdom, or 


whether it is through the obscure working 
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of causes that have brought depressions to 
aun end, just as obscure as they have brought 
booms to an end in the past. But when we 
are past this depression, and when we will 
proceed again on the fatal oscillation of 
boom and depression, when we are working 
up on another boom, I think it is of the 
utmost importance that the world should 
bring together its collective wisdom and ex- 
perience to see if it cannot prevent or miti- 
gate those tendencies toward a boom which 
inevitably and fatally, if not corrected, will 
lead to another depression. 


I think it is the more necessary Jecause 
there is every kind of possibility that if 
those causes are not mitigated and pre- 


vented, they 
the future 
which I will 


will be even 
than in the 
mention in a 


more serious in 
past, for 


moment. 


reasons 


Collective Action Over Wide Range 

I think it is evident that, if we are to do 
anything of the kind, we need collective 
action over a very wide range. It is no 
use thinking that the dangerous tendencies 
in a which will afterwards lead to a 
reaction, can be completely corrected by mere 
central banking policy in one country or in 
several countries. 

In the first 
such enormous range, it is only reasonable 
that there should be some kind of collective 
expression of the whole economic interests 
that are affected by the policy that is adopted. 
But in the second place, it is perfectly clear 
that as the world has now developed, very 


boom 


place, for 


large areas of credit cannot be completely 
controlled by any central banking system. 


Kirst of all, such a 
the installment 
of the world’s 
country. 
industrial 
credit at 


method of selling as 
system is a very large area 
credit, particularly in this 
But, in the second place, the large 
organizations have, of 
their disposal 


course, 


that is to a very 

large extent out of the control of any cen- 
tral banking organization. 

Therefore, the collective leadership that 

is required to correct the tendencies that 


will otherwise lead to a setback, is a leader- 
ship that must extend beyond the range of 
central banking, beyond indeed the range of 
banking, and cover industrial 
as well. 


organization 


Speculation and Violent Swing of Values 

There is just one particular feature in 
that problem to which I want to refer now, 
because I think it has had an 
effect upon the situation in which we now 
find ourselves. That is the features in the 
situation, particularly here, which led to the 
extreme speculation of 1929. 


enormous 


responsibilities of 


751 


Now, speculation did not cause this de- 
pression, but undoubtedly it very greatly ag- 
gravated it by pushing up values so much 
higher beyond the values that would other- 
wise have been reached in the prosperity of 
that time, causing a correspondingly sharp 
reaction afterwards. 

In the present situation, we can see the 
consequences on every side. This is the first 
time in the history of the world in which 
not thousands, or tens of thousands, or mil- 
lions, but tens of millions of people were 
able and were willing and had the financial 
mechanism at their disposal to enable them 
to speculate on margins or on borrowed 
money, and it was the financial mechanism 
of the world and of this country which en- 
abled speculation not to exist, but to go to 
the heights and to extend to the range which 
it did cover in the autumn of 1929. 


Excessive Timidity of Investor 

Beyond any question, the fact that it did 
go so far and so high is a very real faetor * 
in the present situation. The ordinary indi- 
vidual investor has naturally gone from ex- 
cessive rashness to excessive caution. 
now a very normal and a very disastrously 
timit person. His timidity expresses itself 
in three forms at least: in a desire not to 
lend his money abroad at all, but to prefer 
to keep it at home; in the desire to put it 
out on short conditions, rather than long; 
and, thirdly, he prefers to put it into fixed 
things like bonds, rather than into equities. 


He is 


The proof of that is perfectly evident, if 
you will just look at the abnormal discrep- 
ancy between the rates of short term money, 
look at the cessation of foreign and 
so on. The results are, I think, beyond any 
question extremely serious. The whole world 
is very largely in a state of disequilibrium— 
I might follow it through the balance of im- 


ports and exports, and in many other direc- 
tions. 


issues, 


It is failing of its natural corrective of the 
movement of capital, because the invester 
does not respond to what in normal cirecum- 
stances would be attractive conditions for 
putting his money in those countries, and 
in those enterprises, which are most needed, 
and which, granting normal conditions of 
security, would be most attractive. 


Responsibility on Financial and Banking 
Systems 
It was the financial mechanism of the 
world that made possible the extension of 
the human folly that always exists, over so 
wide a scale and with such disastrous re- 
sults, and it can only be cured, I think, by 
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a very deliberate, collective determination 
upon those who lead or can lead the finan- 
cial system in the widest sense, including 
not only the banking system, the stock ex- 
change that, 
and to correct it before we have worked up 
to the peak of the next boom. 


system, and so on, to correct 


There is one other problem that I think may 
seem remote at this moment, but it will pre- 
sent itself again in the future as it has in 
the past. It has been my duty for the last 
ten years to study the finances of a consid- 
erable number of countries, relatively small, 
relatively weak financially, with 
weak governments, sometimes with unstable 
governments, sometimes with 
rupt governments, and I have been tremen- 
dously struck with the way in which you 
find, as a major factor in nearly every prob- 
lem, the fact that preceding governments of 
those countries have been constantly tempted 


sometimes 


possibly cor- 


by large issuing houses, to make loans that 
they should never have made, and to use 
loans for purposes for which loan money 
should never have been expended. 


Weaknesses of International Finance 


Well, 
moment, 


seem remote at this 
countries cannot 
get money for the best purposes, and when 
issuing houses are certainly not tumbling 
over each other to lend money abroad, but 
it is only at a time like this that one has 
any chance of establishing the safeguards 
that will be needed to deal with that danger 
when it arises again, as it will arise again, 
because if you wait until every borrowing 
government can get its money easily, and 
issuing houses are tumbling over each other 
to lend money, neither the borrower nor the 
lender will listen to any kind of talk of pre- 
cautions against borrowing. But the danger 
is there, and it is going to be felt again. 


this may 
when borrowing 


now, 


I would like to say very definitely that it 
is a very strong conviction of mine that 
practically always when you have a very 
large loan made through the issuing houses 
of large financial countries to governments 
of small and financially weak countries, you 
have practically always got the seeds of 
political danger, and of economic and finan- 
cial danger in that operation, unless very 
deliberate steps are taken to examine the 
character and conditions of that loan, and 
examine—which is extraordinarily difficult 
to undertake if there is no kind of collective 
leadership—the principles and the _ limita- 
tions and the conditions upon which opera: 
tions of that kind should take place. 
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Waiting Until It Is Too Late 

I say this: that it is now, and before we 
have superfluity of money for investment 
abroad, that one really ought to be attempt- 
ing to get something like a collective leader- 
ship in the financial world to deal with a 
future problem of this kind. I shall be told 
that it is obviously premature at this mo- 
ment. 

My experience is that if one waits to 
deal with a problem until it has ceased to 
be premature, one has invariably waited until 
it is too late, just in the same way that if 
in times of fair weather, politically, we 
should say that war is unthinkable, we shall 
inevitably go on thinking so until we see 
that within twenty-four hours it has become 
inevitable. I think it is during this period 
of depression that we should think of the 
collective leadership that will be required 
for our urgent problems of this year in 
terms not only of those immediate problems, 
but of the great world problems that will 
remain when this depression is over. 

The opportunities are immense. I have re- 
ferred to the fact that we had all extended 
and developed the scale of both our finan 
cial and our industrial organizations: that 
we had, to a large extent, although not com- 
pletely, superseded the operation of the old, 
free, individual, competitive system. It has 
gone very far, although it has not yet gone 
to the point where collective planning, col- 
lective leadership, is yet the normal thing. 
But it has gone so far that one great effort 
would enable collective leadership and_ col- 
lective planning to be established. 


Collective Action in Banking and Industry 
Think of the sphere of finance in this coun- 


try, for example. How many institutions are 
there? If one took institutions whose num- 
ber certainly could be counted on the fingers 
of two hands, you would have, if only you 
could develop collective leadership within 
those something than ten institutions, 
you could have a leadership which would ef- 
fectively guide and direct the financial policy 
of this country, and if the policy was wisely 
chosen, could, as far as this country is con- 
cerned, oppose an effective safeguard against 
the dangers to which I was referring. 


less 


It is the same, to a large extent, in indus- 
try. There again, if you had a relatively 
small number of people representing the big- 
gest of your industrial organizations, you 
could, in combination with the financial in- 
stitutions to which I have referred, have 
certainly a body of such collective authority 
that its verdict as to when a change in pol- 


(Continued on page 881) 
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(Eprror’s Note: In these days of high-geared trust department operations, involving 
quick decisions and innumerable legal responsibilities in the face of constant changes in 


State Bar Association 


law, regulations and court decisions, the average trust officer is frequently in the position 
of @ pedestrian dodging automobile traffic. In the following paper Mr. Hamilton turns on 


the “green” and “red” signals. 


Much has been said and written on the subject of trustees’ 


liabilities, but Mr. Hamilton brings to the discussion a keen insight into legal and admin- 
istrative demands which cannot fail to be timely and instructive as to “exposed positions” 


NE distinction between trust service 

and many other types of service is, 

that those engaged in ordinary serv- 
ice may maintain their ideals; those engaged 
in trust service must. In other lines of work 
vigilance may lag and moral fiber may be- 
come flabby without instant disaster. In 
trust service any abatement of care and high- 
mindedness is attended by certain liability 
for loss. 

A trust officer should be a constant student, 
not only of “men and markets,” but also of 
that body of legal literature which will bring 
to his attention the multitudinous questions 
of law relating to administration. It is not 
sufficient that a trust department shall have 
access to legal counsel. The trust depart- 
ment will never ask questions that it does 
not first perceive. It is the general experience 
of lawyers that the questions which occasion 
the most trouble are those which were not 
discovered and asked in time, 

Every liability of a trustee is founded upon 
a breach of duty. The breach may consist 
in omission or commission. Observance and 
full performance of all duties by the trustee 
affords complete protection against liability. 
The duty of a trustee is well stated by a 
leading authority in this manner: 

“The duty of a trustee is to perform the 
trust he has undertaken according to the 
provisions of, and in the manner directed by 
the will or trust instrument, and as @ gen- 
eral rule the measure of care and diligence 
required of a trustee is such as would be 
pursued by a man of ordinary prudence and 
skill in the management of his own estate. 
A trustee is not an insurer. He is not abso- 


and where the trustee may find sanctuary.) 


lutely bound for the result of his actions, ex- 
cept when he departs from the line of duty, 
or, keeping within that line, is wanting in 
diligence. He may not speculate in (or with) 
the property placed in his hands, or acquire 
any interest (or act in any capacity) adverse 
to the trust. But if he has exercised the 
proper care and diligence he is not respon- 
sible for mere error or mistake.” (26 R. C. L. 
1280). 


Exceptions to General Rule of Non-Liability 

The general rule of non-liability for error 
and mistake must not be relied upon with 
too much confidence. There are numerous, 
troublesome exceptions. For example: 

(a) If the trustee, through error and with- 
out the support of a court order, pays 
money to the wrong person, he may be 
compelled to pay it over again to the right 
person. 

(b) If the trustee, through error and with- 
out the support of a court order, miscon- 
strues a will or trust instrument, and acts 
upon such misconstruction to the prejudice 
of the estate, or of a beneficiary, the trus- 
tee will ineur liability. 

(c) If the trustee, through error and with- 
out the support of a court order, makes a 
mistake of law and acts upon such mistake 
to the prejudice of the estate, or of a ben- 
eficiary, the trustee will incur liability. 


Where the Trustee Finds Sanctuary 
It will be observed that, in the instances 
above generalized, the action of the trustee 
Was supposed to be “without the support of 
a court order.” The one bright spot in trust 
service is the right of the trustee to find 
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sanctuary from liability by obtaining formal 
direction from a court of competent juris- 
diction. In general, this means a court of 
equity. Mr. Pomeroy, the leading authority 
on equity jurisprudence, states the rule thus: 

“Wherever there is any bona fide doubt as 
to the true meaning and intent of provisions 
of the instrument creating the trust, or as 
to the particular course which he ought to 
pursue, the trustee is alirays entitled to 
maintain a suit in equity, at the erpense of 
the trust estate, and obtain a judicial con- 
struction of the instrument and directions 
as to his own conduct. Such directions he 
must, of course, faithfully obey, and if he 
does so, he will be relieved from all responsi- 
bility therefor.” (8 Pomeroy Eq. Juris. 4 ed. 
See. 1064.) 

Perplexities pregnant with liabilities may 
arise in countless ways. It is satisfying to 
know that the trustee may steer his course 
to a haven of safety by the compass of a 
court order or decree. 

Tet the court construe the will or trust 
instrument. 

Let the court determine the distributees. 

Let the court order the sale. 

Let the court sanction the long-term 
lease. 

Let the court resolve every substantial 
honest doubt. 

What court? Sometimes the court of pro- 
bate; usually and preferably the court of 
chancery. 

Court Jurisdiction and Orders 

Probate courts have limited, statutory ju- 
risdiction. Their orders afford protection 
within the field of their express statutory 
powers, As to executors, administrators, 
guardians and testamentary trustees, in es- 
tates pending in probate, they usually may 
order sales, construe wills, determine distrib- 
utees, allow accounts and fix compensation. 
3ut in all cases where the statutory power 
of a probate court is not clearly «adequate, 
the chancery court is the correct tribunal to 
guide the trustee. 

To assure protection, the proceedings 
should be formal, painstaking and adequate. 
All parties who may be affected by the order 
should be before the court. The facts should 
be shown with meticulous care, both in plead- 
ings and in proofs. The order or decree ob- 
tained should be broad enough to fully cover 
the doubtful questions involved. Where in- 
terests affected are of considerable magni- 
tude and unsettled questions of law are pre- 
sented, it is well to have the proceeding re- 
viewed, if possible, in a court of last resort. 


When Trustee Is Liable 
While court orders are of service in pro- 
tecting a trustee in approved acts, they are 
not available to protect him against his own 
wrongful acts or neglects. These are com- 
monly followed by liability. 
a trustee will be liable, 


For example, 


(a) If he pays on a forged instrument; 
(b) If he pays the wrong person; 

(c) If he overpays the right person ; 

(d) If he loses funds through the fraud 
or crime of an agent negligently selected or 
improperly supervised ; 

(ce) If he passes funds over to a co-trustee 
who misappropriates them; 

(f) If he deposits money to his own credit 
in a bank that fails; 

(g) If he fails to seasonably take posses- 
sion of the trust fund: 

(h) If he fails to reasonably keep the 

trust fund at interest; 

(i) If he fails to exercise reasonable dis- 
cretion in the performance of a discretion- 
ary act; 

(j) If he uses the trust fund for specula- 
tion ; 

(k) If he obtains unauthorized personal 
profit from the trust estate; 

(1) If he mingles the trust fund with his 
own property ; 

(m) If he so negligently maintains trust 
real estate that members of the public sus- 
tain injury. 
This list is typical, but by no means exhaus- 
tive. of the liabilities which a trustee may 
incur. It will be observed that most of them 
arise through the trustee’s own fault or in- 
attention to duty. Before considering the ex- 
tent to which the trustee’s liability may be 
limited by the will or trust instrument, some 
further attention profitably may be paid to 
the specific Classes of liability just enumer- 
ated in the absence of such limitations. 


Specific Classes of Liability 

(a) Forcery. “The trustee is responsible 
for any loss that may fall upon the estate by 
the forgery of a signature upon which he 
pays money.” (Perry Trusts, T ed. Sec. 441.) 

Trust instruments commonly provide that 
“the trustee shall not be liable for losses oc- 
casioned by reliance upon written instruments 
believed to be genuine.” It is believed that 
this clause will not afford immunity in cases 
where the gross negligence of the trustee has 
contributed to the effectiveness of the 
forgery. 

(b) PAYMENT OF WronG PERSON. Payment 
of a fund to the wrong person does not ab- 
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solve the trustee from his duty to pay the 
right person. 

“Trustees and all other persons having 
money in their hands to distribute and pay 
over to other persons must see that the 
money reaches the hands of the persons en- 
titled to receive it; for if they make any 
mistake in the person to whom they pay the 
money they are still liable to pay it to the 
proper person.” (Perry Trusts, 7 ed. Sec. 
926.) 

A trustee is not bound to take, and he 
should never take, any chances on the matter 
of identity. The law protects the trustee in 
protecting himself, even to the extent of the 
exaction of an indemnity bond in cases of 
actual and justified doubt. 

(c) OVERPAYMENT. Overpayments are at 
the trustee’s own risk, except when made in 
good faith in reliance upon a valid court or- 
der upon which the time for appeal has ex- 
pired. Preliminary distributions may lead 
to overpayments, due to later shrinkage in 
value of the trust assets, particularly where 
specific sums are to be paid subsequently 
to other beneficiaries. Where this hazard ex- 
ists preliminary distributions should not be 
made without indemnity. It is the rule that 
an overpayment to a cestui que trust may be 
recouped by the trustee out of any other 
funds coming into his hands for the same 
cestui, 

(d) Loss THrouGH AGENT. “If @ trustee 
employs an agent and the agent steals or ap- 
propriates the property entrusted to him, the 
trustee will be held responsible, unless the 
employment of the agent is reasonably nec- 
essary for the performance of the duties of 
the trust and the trustee selects persons who 
are apparently honest and properly qualified 
and uses reasonable supervision over them.” 
(Perry on Trusts, 7 ed. See. 441.) 

The rules applicable to corporate trustees 
are not different in principle from the rules 
governing natural persons acting in a trust 
capacity. (4 Thomp. Corp. 2 ed. Sec. 2671.) 

(€) MISAPPROPRIATION BY CO-TRUSTEE. One 
of two co-trustees is not liable for defaults 
of his associate trustee except where he par- 
ticipates in or contributes to such default. 
But where a trustee passes trust funds to 
bis co-trustee who misappropriates them, 
both will be liable. 

(f) Loss or Deposit, When a trustee de- 
posits funds to his own credit in a bank that 
fails he must sustain the loss. This would 
be true even though he informed the officers 
of the bank that the account represented a 
trust fund. The act and fact of making the 
deposit to his own credit is such a misappro- 


priation that liability follows. On the other 
hand, if a trustee acting in good faith and 
with proper discretion deposits funds to the 
credit of the trust in a bank that later fails 
he will not be liable for the loss unless he 
later knew, or should have known, of the im- 
pending failure in time to have withdrawn 
the deposit. 

(g) FAILURE TO SEASONABLY TAKE POSSES- 
sion. “Jt devolves upon the trustee, and 
upon the trustee alone, not only to collect 
the property and assets belonging to the trust 
estate, instead of permitting them to go into 
or remain in the hands of third persons, but 
to proceed to collect within a reasonable time, 
and by suit if necessary, all claims due the 
estate, and for a breach of duty in this re- 
spect he is personally liable for the resulting 
loss.” (Re Kline, 32 A. L. R. 929.) 

Where the executor and trustee under a 
will are different persons, the trustee ecan- 
not stand by, after qualifying, and supinely 
neglect to collect the trust fund from the 
executor, Unnecessary delay is at the trus- 
tee’s peril, and in case of loss occasioned by 
such delay the trustee must sustain the loss. 
It is no excuse that the trustee believes the 
fund to be amply protected by the bond or 
the individual responsibility of the trustee. 
A trustee must not sleep upon his trust. 

(tl) INTEREST, The trustee may not un- 
reasonably permit trust funds to lie idle. If 
he does, he will be liable to a charge for 
interest. 

(4) Exercise or Discretion. The trustee 
is obliged to act in good faith in forming an 
opinion as to a matter resting upon discre- 
tion. Action must be sustained by facts. 
(24 Fed. 2 ed. 188.) Thus, where a widow 
is granted a fixed income from an estate dur- 
ing her life, with the provision that, in case 
the income is insufficient, it may be aug- 
mented to a point of sufficiency by means of 
withdrawals from corpus, at the discretion 
of the trustee, such discretion should be 
based upon facts warranting the action, and 
capable of sustaining its correctness in case 
of judicial review. Clearly, if the discretion 
is abused, the remainderman will have the 
right to insist that the trustee’s account be 
surcharged to the extent of the wrongful dis- 
bursement. Safe practice would suggest that 
a petition embodying the facts be submitted 
to a proper court and that the remainderman 
be brought in as a party, and that testimony 
be taken and an order made, 


(j) Sprecunation. If a trustee speculates 
with trust funds and wins he must return 
to the trust fund the principal and all prof- 
its. If he loses, he must make good the loss 
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with interest. If the speculation has been 
conducted by the trustee in his own name, 
he may be guilty of embezzlement. 

(kK) Persona Prorir. Every profit de- 
rived from the use of trust funds belongs to 
the trust estate. For example, if a trustee 
purchases securities with his own money 
and sells them to the trust estate at a profit, 
the profit belongs to the trust fund. 

(1) MINGLING Property. “The trustee must 
not mingle the trust funds arith his own. If 
he does the cestui que trust may follow the 
trust property and claim every part of the 
blended property which the trustee cannot 
identify as his own.” (Perry Trusts, 7 ed. 
Sec. 447.) 

(m) NEGLIGENT MANAGEMENT. ‘Trustees 
having possession and control of property 
are generally held liable for damages arising 
from their neglect to keep the property in 
repair, An administrator in control of a 
building has been held liable to a pedestrian 
for injuries occasioned by the fall of loose 
glass. <A trustee has been held liable to one 
injured by the fall of snow and ice from the 
roof of a building of which the trustee was 
in control. Such recoveries are not against 
the estate, but are against the fiduciary in- 
dividually—not because he is a_ fiduciary, 
but because he is in charge and has been 
neglectful of duty. (Banning vs. Woodbury, 
158 Mich. 206.) 

A trustee should conduct trust affairs as 
diligently as an ordinarily prudent man of 
affairs would conduct his own _ business. 
When a trustee does this and acts honestly 
and within the scope of his powers, he will 
be free from liability for losses arising to the 
trust estate. But whenever a trustee exceeds 
his powers, or is guilty of misconduct or neg- 
ligence in the trust relation, he hazards an 
individual liability measured by the charac- 
ter of the offense and the consequences of it 
to the injured parties. 

The liability of a trustee has no relation 
to his compensation. The fact that he re- 
ceives low fees or no fees will not be con- 
sidered in determining the amount for which 
he must respond. It follows that trustees— 
particularly those who sell their services as 
a matter of business—should seek broad pow- 
ers and satisfactory limitations upon lia- 
bility. 


Protective Clause in Wills 
It is desirable that every will shall pro- 
tect the fiduciaries acting under it by some 
such clause as this: 
“No executor hereof or trustee hereunder 
shall be answerable or accountable for any 
act of any other executor or trustee in which 


he shall not participate, nor for the custody 
of any property except such as shall come 
into his own possession or personal control, 
nor for any loss or damage resulting from 
any error of judgment or otherwise save 
through his own gross neglect or wilful de- 
fault. If any executor hereof or trustee 
hereunder shall be or become liable or sub- 
jected to any claims on contract or in tort 
by reason of any act or thing done or omitted 
to be done in good faith in the usual course 
of his duties as such executor or trustee he 
shall be indemnified out of the estate in his 
hands hereunder for all costs and erpenses 
incurred and payments made by him in set- 
tlement of such claims or liabilities either be- 
fore or after judgment. In case any question 
of law, or mixed question of law and of fact 
shall arise, the executors and/or trustees may 
advise with counsel and the written opinion 
of counsel, signed by him, shall be a full pro- 
tection to them for anything suffered or 
done by them in good faith in accordance 
with such opinion.” (Ramsen Preparation 
of Wills, p. 557.) 

Trust instruments other than wills should 
contain analagous protective provisions. In 
trust mortgages these clauses are commonly 
considerably elaborated. The trustee accepts 
the trust according to its terms, and will be 
given the full protection of such provisions, 
except in cases where they are held void or 
inoperative on grounds of public policy. 

When Trustee Purchases Securities From 

Itself 

There is one provision, quite common and 
seemingly useful, concerning which grave 
doubts have been expressed. I refer to the 
type of clause which grants the trustee the 
right “to purchase from itself or any sub- 
sidiary or affiliated company, for the trust 
estate, securities at the then market price, 
provided the trustee deems such securities 
sound and desirable.” 

There are lawyers who maintain that a 
clause in a will or trust instrument permit- 
ting a trustee to purchase from itself is in- 
operative upon grounds of public policy. 
These counsellors hold that the clause runs 
counter to the law and is therefore void. 
This generalization is too broad. The clause 
is not void, but it will not be enlarged by 
construction. Dealings under its authority 
will be closely scrutinized by the courts. Re- 
gardless of the language employed, the cor- 
porate trustee should read and apply this 
clause as though written: 

“The trustee, acting in good faith, may 
purchase securities from its private holdings, 


(Continued on page 846) 
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RESTORING THE PROFESSION OF BANKING TO ITS 
PROPER FUNCTIONS 


BASING CREDIT ON INTRINSIC INSTEAD OF ERRONEOUS VALUES 


EUGENE M. STEVENS 
Chairman of the Board, Federal Reserve Bank of Chicago 





(Epiror’s NOTE: 
much needed emphasis upon the 
banking. 


Mr. Stevens argues for a leadership in banking which 
profession 
He believes that in the reorganization and the opening of new channels for 


rather 





places a 


than the business or mechanics of 


the granting of credits, we have gone too far and that banking troubles are in the main 


attributable to making credit too easily available. 


Out of current experiences, Mr. Stev- 


ens avers, must come the lesson that banks should confine themselves to their proper 
functions as the conservators of the funds and the credit of their customers instead of 
being tempted into financial and speculative undertakings which are not properly within 


their province.) 


INANCIAL troubles have not been due 
so much to the banking system as a 
system, as to its administration. The 
have shared in both the prosperity 
and the depressions. When all business was 
moving at high speed the banking business 
attracted to it numbers of people, many of 
whom though well intentioned, were with- 
out training or experience, and this, coupled 
with a lack of discrimination in the grant- 
ing of bank charters, led to our having in 
many communities altogether to’ many 
banks and too few bankers to man them. 
There followed also a rather undignified race 
for size and preeminence, sometimes at the 
expense of quality, which resulted in the 
acquisition of accounts and ‘business of a 
character and at a cost which was not war- 
ranted in normal times. We have now come 
to a sober realization of this fact, and one 
of the most salutary of the correctives which 
are now being applied is to this end. Bank 
ers everywhere are looking to their costs, ana 
the tendency is toward a weeding out of 
unprofitable business, a reduction in free 
service, and particularly a reduction in rates 
of interest paid on deposits. 


banks 


Reducing Paying Rates on Deposits 

Under the present unusual conditions 
where the banks, particularly, those in the 
larger cities, have an abundance of funds 
which they cannot loan in their ordinary 
channels and which has resulted in a very 
strong demand for government securities and 
other short-term securities, acceptances, etc., 
the rates on this class of investments have 
declined almost to the vanishing point. It 


has therefore become imperative for these 


banks to drastically reduce the rates which 
they are paying on deposits. At the first 
instance this appears to work a hardship on 
the smaller banks who carry substantial ac- 
counts with the banks in the larger centers. 
However, it is manifestly leading to a grad- 
ual reduction of the rates of interest which 
they themselves are paying to their deposi- 
tors, and this movement is very noticeable. 
A frequent criticism of our entire credit 
structure has been that the farmer and the 
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small business man could not get the advan- 
tage of lower rates of interest when they 
were prevalent. The banks in the smaller 
communities have been unable to pass these 
rates on, primarily because they were them 
selves paying such high rates on deposits 
and otherwise because of their excessive cost 
of operation due to too many banks serving 
each community and thereby splitting the 
business. I believe, therefore, that these cor- 
rections to which I have referred are not 
only necessary and proper from the stand- 
point of the banks themselves, but will even- 
tually lead to lower rates of interest which 
their customers, especially in the smaller 
communities, must pay on their loans. 

I very much hope that when these exces- 
sive costs of operation and interest paid on 
deposits have once been reduced, they will 
not again be advanced out of all reason. OF 
course, with an effective advance in general 
interest rates, the metropolitan banks will 
doubtless have to increase their present very 
low rates of interest paid on deposits, but 
the banks in the smaller communities which 
have been paying 4 and 5 per cent and have 
since effected the reduction to a more rea- 
sonable figure, should be able to maintain 
these lower rates indefinitely. 


Self-Liquidating Loans 

There are other lessons in bank manage- 
ment we are learning from these troublous 
times—one is the importance of liquidity, 
because in times like these even the better 
banks find the reflection of the lack of con- 
fidence in decreasing deposits, and it is en- 
tirely possible for a bank otherwise sound 
to be very much embarrassed by its inability 
to meet such withdrawals. 

A bank’s first obligation is to its deposi- 
tors, and it must so fortify itself that it will 
be able to meet the demands of its depositors 
for their money when they may want it. 
With full recognition of the obligation which 
a bank has to take care of the credit needs 
of its community, nevertheless the assets of 
the bank must not be tied up so that a rea- 
sonable proportion of them cannot be rea- 
lized upon at any time. It is obvious that 
this means that a substantial portion of the 
bank’s loans must be self-liquidating and of 
a nature which would be eligible for redis- 
count. Furthermore, it should maintain a 
satisfactory secondary reserve in cash, in 
government bonds, or other high grade se- 
curities which may be available for sale or 
for obtaining temporary credit from its cor- 
respondent banks in time of need. 


sy reason of the necessity of earning 
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and high 


power due to cost of operation 
rates paid on deposits, too many banks have 
sacrificed liquidity and safety for high rates 
in their bond purchases. They have found 
that the latter class have not only been un- 
marketable in times like the present, but 
would not serve as a basis for credit, and 
some defaults and substantial losses have 
been incurred, in this class of securities. 
No bank can afford to carry in its bond ac- 
count, for the purposes of a secondary re- 
serve, anything but high grade readily mar- 
ketable securities, which necessarily bear 
lower rates of interest, and preferably those 
of short maturities. It is obvious that when 
the bond markets are weak, early maturing 
bonds do not experience anything like the 
decline in prices that the long time bonds do, 
so they can be sold, if necessary, with little, 
if any, loss. 

Closely allied to this question of liquidity 
has been the practice of having too large a 
proportion of the bank’s assets in strictly 
capital loans, such as long-time real estate 
mortgages and other securities and equities 
based on real estate which have proven to 
be, in times of depression, about the most un- 
liquid thing a bank can carry. Again recog- 
nizing the obligation of the bank for the 
credit needs of its community, nevertheless 
it cannot properly use but a small propor- 
tion of its assets in loans which are advanced 
for capital purposes and for a long time and 
which are not self-liquidating, against which 
it has an obligation for either demand or 
short-time deposit withdrawals. 


Responsibility of Bank Directors 

Another lesson which is being impressed 
upon us is that of the responsibility of the 
directors of the banks and the importance 
of their activity in connection with its af- 
fairs, and especially of their cognizance of 
its condition. It is an imperative duty of 
the officers of a bank to keep their directors 
fully informed of the exact condition of its 
affairs and it is an equally imperative duty 
of the directors to so inform themselves. In 
almost every case of bank failures, it devel- 
ops that many of the directors at least have 
had little or no conception of the real con- 
dition of the banks. They are learning for 
the first time, to their great distress and 
often to their personal financial loss, some- 
thing of their duties and their obligations 
as directors which they should have known 
long before. 

A proper degree of liquidity and the main- 
tenance of a sufficient secondary reserve of 
high quality, the analysis of operating costs 
and consequent action on unprofitable busi- 
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ness, the proper control of interest rates 
paid, the intelligent and essential coopera- 
tion of directors—these are matters of pru- 
dent bank management. They are necessary 
in order to continue the bank with sufficient 
margin of profit to absorb losses and to pay 
an adequate return to its stockholders, all of 
which is essential to sound banking opera- 
tion. 
Control and Use of Bank Credit 


But these things to which I have just al- 
luded have to do with the mere business of 
banking, just as do the mechanics of han- 
dling the organization and the methods and 
systems of operation. When I speak of the 
profession of banking there is something fur- 
ther which I have in mind and something 
which is of much greater importance and 
which requires the exercise of a much more 
comprehensive training and intelligence and 
sound judgment than the mere mechanics of 
the business. 

I am referring to a proper conception of 
that factor which is the crux of all banking, 
and indeed of much of all business—that 
factor which we call credit and all which 
that comprehends. Credit is not only the 
principal commodity in which bankers deal, 
but in its misuse it is the cause of most of 
the troubles and difficulties which from time 
to time beset the entire business structure. 

Indeed, I think it is not too much to say 
that most of the difficulties which our busi- 
ness structure encounters are in the last 
analysis almost directly traceable to the 
granting of too liberal credits and arise from 
a condition where credit is too easily made 
available. Individual disasters and national 
depressions in business have usually followed 
an undue and unwarranted activity in pro- 
duction and accumulation and in price ad- 
vances, but these have onl¥ been made pos- 
sible because of the credit which has been 
extended and which has supported these in- 
flationary movements and practices. These 
inflations arise from an erroneous sense of 
values and of expectations as against real 
and intrinsic values and actualities, and the 
credits which are based on the false values 
must inevitably bear their share of respon- 
Sibility for what follows. 


Crushing Burden of Debt 


In my opinion, a major factor which 
caused the present depression has been the 
huge burden of debt which our people, indi- 
vidually and collectively, have assumed. The 
real distress among farmers, with whom I 
have the greatest sympathy, has been largely 
confined to those who had a heavy burden 
of debt. The federal land banks, and the joint 
stock land banks and other agencies made 


available to farmers much additional credit 
at relatively low rates of interest. Instead 
of using this credit to refund debts running 
at higher rates of interest, it was too often 
used in the purchase of more land at abnor- 
mally high prices based on false values cre- 
ated by unusual conditions. This not only 
added to the burden of the farmer’s debt in 
these cases, but also increased his acreage 
and his productivity, and was an important 
factor in giving us the overproduction of 
farm produce from which we are now suf- 
fering. 

So with the installment credit system. This 
form of credit made it possible for the indi- 
vidual to buy at once luxuries which nor- 
mally he would not have been able to buy 
until he had saved up the money for the 
purpose. This had the effect of mortgaging 
his future earnings for a considerable period. 
It also crowded into a short period the de- 
mand for goods of this character which nor- 
mally would have been spread over several 
years, and induced an over-expansion of 
plant capacity and production from which 
we are now suffering. The tremendous de- 
mand created for stocks and bonds, due to 
the abnormal purchasing power created 
under these inflationary processes, led to a 
free and liberal extension of credit to indus- 
tries by investment bankers, which had a 
large part in industrial over-expansion and 
over-production. 

So also came the enormous credits which 
were extended to foreign countries through 
the sale of their bonds in the United States. 
Many of these were entirely proper and neec- 
essary, but too often they were extended in 
places and for purposes which were not jus- 
tified and which have had their part in the 
burden of debt from which these European 
countries are suffering, and which also have 
discouraged the investors of this country 
from further extending the legitimate credits 
which Europe so much needs. 

These are some examples of the evils of 
too easy credits, and of course are in addi- 
tion to the all too prevalent cases where in- 
dividual banks have been too liberal with 
their own individual customers and by ex- 
tending them credit have contributed to ex- 
pansion which was not warranted and which 
has proven disastrous. 


Distribution of Loans and Assets 


What constitutes sound credit judgment 
and on what principle should a banker base 
the distribution of his loans and assets? 
There is no formula which can supplant the 
individual intelligence of executives and 
loaning officers. Manifestly, however, the 
banker must consider that he is loaning 
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money of his depositors to whom he must 
return it upon demand. This means that he 
must have constantly in mind not only the 
ultimate safety of the loan, but his ability 
to turn into cash as it may be required by 
his depositors. Therefore, the obligation on 
a banker is to guard against employing too 
much of his depositors’ money into capital 
loans of long maturity which are not self- 
liquidating and which, in times of depres- 
sion, become frozen. 

But above all else, sound credit judgment 
embraces the ability to distinguish between 
real and intrinsic values, not only in prices 
but in expectations, and the false and specu- 
lative prices which are created by abnormal 
demands or psychological conditions. The 
banker must maintain always fhe long view 
and realize that the important thing is what 
the security will be worth when the note 
matures, rather than what it may be worth 
at the time it is made. 

Collateral and Real Estate Loans 

During the great stock market inflation in 
1928 and 1929, the bankers in the metropoli- 
tan centers, who were the principal lenders 
to stock brokers, established arbitrary loan 
yalues on the individual stocks. These loan- 
ing values were in most cases substantially 
below the market prices and were based on 
What was regarded as more nearly their 
sound values than on the prices reflected in 
the wildly speculative markets. When the 
collapse came in the fall of 1929, the situa- 
tion even then was difficult enough to meet, 
but if bankers’ loans to brokers and the 
resulting brokers’ margins to their customers 
had been based on market prices instead of 
on the arbitrary values established, the situ- 
ation would probably have been accompanied 
by an entire collapse of our stock marketing 
system and its administering institutions. 

Similarly, those bankers in the rural dis- 
tricts and in the cities who loaned largely on 
real estate, who had based their credits of 
previous years on sound values of the real 
estate instead of the purely speculative mar- 
ket prices which were prevailing and which 
could not be justified from the standpoint of 
earning power under normal conditions, 
avoided much trouble and great losses. Jusz 
as market prices of stocks were based on 
values of thirty or forty times their earning 
power in the most prosperous years of their 
existence, so oftentimes farm land prices 
were based on an equally specious valuation 
arrived at by prices of farm products ob- 
tained under extraordinary conditions. 

In the banking business, examinations and 
a measure of governmental supervision can- 
not supplant the management of the indi- 
vidual bank. The banking system as a 
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system cannot determine values or distin- 
guish between the false and the real in 
values; that is a matter for the intelligence 
and the sound judgment of its administra- 
tion. That judgment must be based on a 
view not circumscribed by the four walls of 
one bank or localized by the apparent con- 
ditions or circumstances in one community. 

As credit operations have almost entirely 
supplanted the use of currency in the world’s 
trade and commerce and as such credit oper- 
ations should be based on sound and legiti- 
mate values rather than on artificial and 
transitory market values, is it not true that 
a proper sense of such values can only be 
approximated by minds trained and experi- 
enced not merely in the mechanics of bank- 
ing, but in a sort of fundamental economics 
which entails a knowledge of the basic prin- 
ciples of values. and a vision of world con- 
ditions which embraces the social and politi- 
cal elements as well as the economic factors, 
and which not only comprehends current con- 
ditions but is reasonably capable of measur- 
ing future tendencies and trends? 

There were bankers in cities who, through 
training and experience and sound economic 
judgment, were not carried away by the 
speculative frenzy, and there were bankers 
in the rural communities who had sufficient 
sense of values to prevent their extending 
credits on a false basis, and their banks have 
come through the storm in sound condition 
and without suspicion. These men had some- 
thing more than a knowledge of mechanical 
banking, and in such times of speculative in- 
flation have manifested what took the great- 
est courage of all, the courage to be 
servative. 


con- 


Reorganization of Credit Systems Gone 


Too Far 

In the reorganization of the credit systems 
to which I have referred and which was 
made necessary by the increasing demands 
and the necessity of meeting extraordinary 
conditions, it is probable that we may have 
gone too far. I very much hope that out of 
this experience we shall be convinced that 
banks should confine themselves to their 
proper function as the conservators of the 
funds and the credit of their customers, and 
not be tempted into all manner of financial 
undertakings which are not properly within 
their province. The public have a right to 
expect of their banks that they are conduct- 
ing their business along safe and non-specu- 
lative lines and that they are not using the 
money of their depositors excepting in the 
conduct of their business in accordance with 
the most conservative and tried experience 


(Continued on page 846) 
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SUPREME COURT OF ILLINOIS RENDERS DECISION 
DEFINING “PRACTICE OF THE LAW” 


DECREE OF PUNISHMENT FOR BANK WHICH ENGAGED IN UNAUTHORIZED 
PRACTICE 


(Excerpts from Text of Decision) 


HE Supreme Court of Illinois handed 

down on June 18th a decision relating 

to the unauthorized practice of law 
by corporations, which has been awaited with 
general interest because of its bearing upon 
recent discussions and attempted legislation 
to restrict the activities of trust companies 
and banks in administering and developing 
trust business. The original proceeding be- 
fore the Supreme Court of Illinois was 
brought on the relation of the Illinois State 
Bar Association and the Chicago Bar Asso- 
ciation in the name of the People and against 
the Peoples Stock Yards State Bank, seeking 
to have the respondent punished for con- 
tempt of the court for engaging in the prac- 
tice of law and also to enjoin it from con- 
tinuing such practice. 


Brief History of Case 

Leave to file the information having been 
granted, a rule was entered requiring the 
respondent to answer. After filing answer 
the cause was referred to Thomas J. Holmes, 
a master in chancery of the Superior Court 
of Cook County, as commissioner of the 
Supreme Court. The commissioner submit- 
ted his report recommending that relief be 
granted as prayed in the information. Ob- 
jections of respondent were overruled and it 
was agreed that such objections should stand 
as exceptions in the court. On motion of 
the Corporate Fiduciaries Association of Chi- 
eago and the Illinois Bankers Association 
leave was granted to Horace Kent Tenney 
and to Perey B. Eckhart to file briefs as 
amicus curia. 

The report of the commissioner as recited 
in the opinion of the Supreme Court dis- 
closed that the Peoples Stock Yards State 
Bank “was engaged, through attorneys in its 
employ, in performing nearly every mind of 
legal service that an attorney in general 
practice might be called upon to perform, 
and charges, collected and appropriated to 
its own use the attorneys’ fees for these 
services.” The information shows that the 


Peoples Stock Yards State Bank was located 
in a community center, mostly of citizens of 
foreign birth and in addition to banking 
maintained a legal department’ through 
which it rendered fiduciary service, drafting 
of wills and every kind of legal document 
in connection with estates, foreclosure pro- 
ceedings, clearing of titles, supplying ab- 
stracts and guaranty policies, drafting mort- 
gages, trust deeds and other documents. 

The case came before the Supreme Court 
not only upon the right of the bank to en- 
gage in the practice directly or through sub- 
terfuge, but also upon appeal of the respon- 
dent that the Supreme Court has no juris- 
diction to entertain original proceedings and 
that the legal service in question was per- 
formed outside of court and therefore not 
subject to contempt action. 


Extract from Text of Supreme Court 
Ruling 

Following is that portion of the text of 

the ruling by the Supreme Court of Illinois 


which surveys proceedings and states the 
findings of the court as well as its definition 
of what constitutes ‘“‘practice of the law: 
“This court has inherent power and con- 
trol over the general subject of the practice 
of law, and this includes the power to pun- 
ish unauthorized persons for presuming to 
practice law without being licensed so to 
do by this court. Respondent is a corpora- 
tion. It has not been and cannot be licensed 
or permitted by this court to practice law. 
(In re Cooperative Law Co. 198 N. Y. 479, 
92 N. E. 15.) A corporation can neither 
practice law nor hire lawyers to carry on 
the business of practicing law for it. (People 
vs. California Protective Corp. 76 Cal. App. 
354, 244 Pac. 1089.) The right to practice 
law attaches to the individual and dies with 
him. It cannot be made the subject of busi- 
ness to be sheltered under the cloak of a 
corporation having marketable shares de- 
scendible under the laws of inheritance. 
(State vs. Merchants’ Protective Corp. 105 
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Wash. 12, 177 Pac. 694; 
chants’ Protective Corp. 
Pac. 363.) 

“In the case of In re Otterness (recently 
decided), the Supreme Court of Minnesota 
held that a corporation cannot itself prac- 
tice law, nor can it lawfully do so by hiring 
an attorney to conduct a general law prac- 
tice for others for pay, where the fees earned 
are to be, and are, received as income and 
profit by the corporation. (232 N. W. 318.) 
Likewise the Court of Appeals in Ohio has 
lately decided that, although not prohibited 
by criminal statute, it‘is unlawful for a cor- 
poration to practice law’or maintain a legal 
department or hire attorneys and advertise 
their services for the use of others.—Dworken 
vs. Apartment House Owners Ass'n (34 Ohio 
Law Bulletin, p. 234, decided March 9, 1931). 


People vs. 
189 Cal. 531, 


Mer- 
209 


Exclusive Jurisdiction of the Court 

“Respondent, being a corporation, is also 
prohibited by statute from practicing law 
in Illinois. (Smith's Stat. 1929, chap. 32, 
pars. 411-415, pp. 7TS7-788.) It was within 
the power of the Legislature to make such 
a prohibition (Jn re Day, supra,) and also to 
provide a penalty for violations of it. But 
the statute referred to does not have the 
effect of excluding the power of this court 
to fix such punishment as it may see fit for 
the contempt of this court involved in the 
usurpation by a corporation of the office of 
an attorney. The Legislature has not at- 
tempted to tie the hands of the courts in 
dealing with contempts of this kind, and any 
attempt to do so would be an infringemeni 
upon the inherent exclusive jurisdiction of 
the courts. 

“We are not required to pass upon the 
question whether an offender could be sub- 
jected not only to the penalties provided by 
the statute but also to such other punish- 
ment as this court might choose to impose 
in a given case, for no prosecution against 
respondent under the statute has been under- 
taken. Suffice it to say, that for any con- 
tempt of this court ample power here exists 
to inflict an appropriate punishment. So far, 
therefore, as the information seeks punitive 
relief it invokes a jurisdiction which is in- 
herent in this court in cases of this kind. 


Definition for “Practicing Law’’ 


“The question remaining for considera- 
tion is whether the conduct of respondent 
has amounted to practicing law. As above 
indicated, the practice of law involves not 
only appearance in court but also services 
rendered in advising a client as to his cause 
of action or defense. The practice of law 
also includes the giving of advice or render: 
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ing services requiring the use of legal skill 
or knowledge. The commissioner in his re- 
port has submitted a definition for ‘practic- 
ing law,’ as follows: ‘Practicing as an at- 
torney or counselor-at-law, according to the 
laws and customs of our courts, is the giv- 
ing of advice or rendition of any sort of serv- 
ice by any person, firm or corporation when 
the giving of such advice or rendition of 
such service requires the use of any degree 
of legal knowledge or skill.’ 

“In our opinion this definition is substan- 
tially correct. It is in substantial accord 
with the definition employed by a _ special 
Committee of the American Bar Associa- 
tion in drafting supplements to the canons 
of professional ethics. Am. Bar Ass’n 
Rep. 1927, p. 382.) In Matter of Duncan. 
83 S. C. 186, 65 S. E. 210, 24 L. R. A. (n.s.) 
750, it is said: “It is too obvious for discus- 
sion that the practice of law is not limited 
to the conduct of cases in courts. According 
to the generally understood definition of the 
practice of law in this country, it embraces 
the preparation of pleadings and other pa- 
pers incident to actions and special proceed- 
ings and the management of such actions and 
proceedings on behalf of clients before judges 
and courts, and, in addition, conveyancing, 
the preparation of legal instruments of all 
kinds, and, in general, all advice to clients 
and all action taken for them in matters con- 
nected with the law. An attorney-at-law is 
one who engages in any of these branches 
of the practice of law.” 


Definition by Supreme Court of the 
United States 
“The following is the concise 
given by the Supreme Court of the United 
States: acting professionally in 
legal formalities, negotiations or proceedings 
by the warrant or authority of their clients 
may be regarded as attorneys-at-law within 
the meaning of that designation as employed 
in this country. (Savings Bank vs. Ward, 
100 U. 8S. 195 (25 L. ed. 621). Thornton on 
Attorneys-at-Law (sec. 69) defines the prac- 
tice of law in the same terms, and the sub- 
stance of this definition has been approved 
in a number of other jurisdictions. (People 
vs. Alfani, supra, and authorities there 
cited.” ) 


definition 


‘Persons 


“While we do not adopt finally the defini- 
tions suggested by the commissioner, we think 
it will serve in general as a basis in a given 
case for determining whether one charged 
With unauthorized practice of law has been 
guilty of contempt of this court and whether 
and to what extent he should be punished. 

(Continued on page 868) 





PRACTICE OF THE LAW AND THE SPHERE OF THE 
CORPORATE FIDUCIARY 


COMMON SENSE BASIS OF COOPERATION BETWEEN LAWYERS AND 
TRUST COMPANIES 


WARD JESSEPH 
Vice-president, the First National Bank of Wenatchee, Wash. 


(Epiror’s Nore: 


There can be no room for doubt that the cardinal element in cur- 


rent discussions between lawyers and trust companies as to the respective prerogatives 
of legal practice and fiduciary administration, is to secure the greatest degree of protec- 


tion and service to the public. 


Honest and frank erchange of opinion and experience 


must be relied upon rather than seeking arbitrary and rigid statutory definitions because 
of the innumerable personal and sacred relationships entering into both legal practice 


and trust administration. 
the subject.) 


CAREFUL study of the proper sphere 
of the corporate fiduciary should re- 
sult in the formulation of conclu- 

sions respecting the various methods which 
may be legally and ethically employed in 
treating with each of the transactions in- 
volved in the acquisition and administrations 
of trusts by the corporate fiduciary. It 
should clear the way in establishing a suit- 
able line of demarcation between the fune- 
tions of the corporate fiduciary and the mem- 
bers of the legal profession in order that 
no improper encroachment shall be made on 
the prerogative of the lawyer. The discus- 
sions on this subject which are now current 
render it most advisable to foster harmoni- 
ous relations with the members of the bar as 
well as to assure protection of the corporate 
fiduciary against unwarranted restrictions 
which would render his position unneces- 
sarily difficult and embarrassing and in a 
measure interfere with the proper growth and 
development of the business of the corporate 
fiduciary. 


Fiduciary Service a Necessity 

The growth and development of 
business, the building of large estates, the 
increasingly complex character of the rules, 


modern 


requirements and customs governing the 
management and preservation of property 
rights has ushered into the field of business 
this new agency, the corporate fiduciary, an 
institution with financial responsibility, de- 
pendability, skill and judgment, continuous 
existence through its corporate charter. It 
offers to the public a service and a protec- 
tion not heretofore broadly available. 

The sphere of the corporate fiduciary com- 


Mr. Jesseph makes an interesting and timely contribution to 


prehends every step which may become nec- 
essary or advisable in creating a fiduciary * 
relationship and executing the powers con- 
ferred on the trustee excepting those acts 
which are prohibited by law and those which 
may be properly reserved to the legal profes- 
sion. 

I shall arbitrarily separate the functions 
coming within the sphere of the corporate 
fiduciary into four classifications: (1) Edu- 
cational Work, (2) Planning the Trust, (3) 
Setting Up the Trust, (4) The Execution of 
the Trust. 


Educational Work 

The campaign of educational work is so 
vitally important to the successful develop- 
ment of the business of the fiduciary that it 
must be recognized as a fundamental right 
and privilege which cannot long be withheld 
even partially, as now, for example, under 
chapter 72 of the Washington laws of 1929. 
Under this chapter, personal solicitations for 
appointment as executor, administrator and 
guardian are prohibited. Being a corporate 
entity with capital and responsibility, pos- 
sessing a highly trained organization and a 
business requiring many years to develop to 
a point where it may be said to be on a pay- 
ing basis and assuming that the corporate 
fiduciary will continue to be supervised by 
banking authorities for the protection of the 
public, it seems to me that the restriction 
now imposed serves no essential purpose, 
having been most likely recommended for 
enactment through the erroneous judgment 
of certain members of the legal profession 
and should be removed. 

It is inconsistent that the laws should au- 
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thorize a corporate fiduciary to act as execu- 
tor and administrator and in the same stat- 
ute prohibit it from asking for that busi- 
ness. Ways and means may be devised of 
achieving the same result without personal 
solicitation; however, at an opportune time 
the statute should be amended to remove 
‘ such restrictions, leaving the corporate fidu- 
ciary the freedom and privilege which are 
properly within the sphere of its activities. 
It may be said, therefore, that it is wholly 
within the sphere of the corporate fiduciary 
to exercise the privilege of advertising to the 
public by suitable means the many ways in 
which it can render important services and 
to personally solicit business. 


Planning the Trust 

Planning of the trust is one of the most 
valuable services that the corporate fiduciary 
can render to a prospective trustor. With 
its experience, its skill and learning, its fa- 
miliarity with business practice, its knowl- 
edge of the technicalities involved from the 
inception of the trust to its final distribution, 
its ability in the complicated field of invest- 
ments, taxation and accounting, it is pre- 
eminently within the sphere of the corporate 
fiduciary to primarily guide and direct in 
the formation and plan which the trust 
shall take in carrying out the will and in- 
tent of the trustor. 

The planning of the trust will involve the 
frank and full discussion of the nature of 
the trust estate, the most appropriate method 
under which it may be handled for the best 
interests of the trustor and cestui que trust, 
the question of its subsequent management 
and the form of its investment, the acts 
which may be required of the corporate fidu- 
ciary, its duties and responsibilities, the 
emergencies which may arise, and the gen- 
eral and special powers which the trustor 
should confer upon the trustee. The skilled 
and experienced corporate fiduciary is fa- 
miliar with these problems and in planning 
the trust such agency should be entitled to 
receive full information and be accorded the 
privilege of making suggestion prior to the 
setting up of the trust. 


In assuming the broad responsibility and 
duties which are imposed on the corporate 
fiduciary in its acceptance of highly impor- 
tant trusts involving large amounts of prop- 
erty and perhaps very technical and com- 
plex in their nature, it is needless to say 
that prior to the assumption of such respon- 


sibilities; the fiduciary should have a large 
part in their planning, which is and must 
remain within the sphere of the activities 
of the corporate fiduciary. 
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Setting Up the Trust 

Having devised a workable plan, one which 
will be practical in its operation, which will 
carry out the desires of the trustor whose 
property is the subject of the trust, protect 
the estate and on the happening of certain 
events carry to the cestui que trust the bene- 
fits intended to be conferred by the proposed 
trust, it becomes necessary that the certain 
documents be prepared to give legal effect to 
the intentions of the trustor, viz: the execu- 
tion of the various powers, mortgages, trust 
deeds, trust agreements, wills, ete. Many 
corporate fiduciaries have given great care 
and skill to the drafting of complete forms 
for the purpose of creating or setting up 
trusts in the preparation of which they have 
been assisted by competent counsel. Legal 
technicalities have had thorough considera- 
tion, the various contingencies which may 
arise have been anticipated and provided for, 
thus assuring the trustee that it may pro- 
ceed with certainty, with the least expense 
to the trust estate, and full protection to 
beneficiaries. 

The fiduciary on its own initiative is ready 
to act and is prepared to draft those instru- 
ments to which it may be a party. 
proceeding to draft any of the necessary 
documents, it is assumed of course that 
competent counsel has approved all forms 
which are to be used and that the utmost 
-autions will be exercised in their completion 
for the protection of the trustor, the trustee 
and the beneficiaries. 


Before 


Drafting of Wills 

The one instrument which must be ex- 
cepted is the will, the drafting of which is 
reserved to the legal profession by the 
Washington statutes. 

Irrespective of the statutory prohibition, 
it is doubtful whether it would be proper for 
the fiduciary to draw a will for the reason 
that possibly it might not be considered a 
party to such instrument and its prepara- 
tion be held as engaging in the practice of 
law and consequently an infringement upon 
the prerogative of the legal profession. How- 
ever, it appears to have been a long stand- 
ing and recognized privilege reserved to every 
person, to draft every document to which 
he would be a party as well as to person- 
ally represent himself before the courts. If, 
therefore, the corporate fiduciary is to be a 
party to a transaction, it seems both legal 
and ethical that it should be considered as 
within the sphere of its .activities to assist 
in the preparation of the necessary instru- 
ments to give legal effect thereto. 

While certainly within the sphere of the 
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corporate fiduciary to assist in preparing 
documents necessary in giving legal effect 
to the creation of the trust and such as may 
be necessary in its execution, I do not advo- 
cate that the preparation of such instruments 
by the corporate fiduciary is in all cases a 
proper policy and in no case would it be 
Wise unless it were especially qualified 
through legal training and experience. 

The corporate fiduciary must recognize the 
fact that he who is learned in the law and 
who brings great skill and judgment to that 
profession, will ever be one of the chief 
piliars upon which the corporate fiduciary 
will lean for support. Therefore, in the 
drafting of the necessary documents to give 
legal effect to the intentions of the trustor 
as planned by himself and the corporate fidu- 
ciary a proper attitude on the part of the 
fiduciary would be that of encouraging the 
trustor to advise with a lawyer of his own 
selection and that the fiduciary have oppor- 
tunity to join in such discussion. An atti- 
tude of this character not only cultivates the 
confidence of the trustor and brings into the 
conference the valued assistance of the law- 
yer but should create a more satisfactory 
relationship with the legal profession. 


Executing the Trust 
The execution of the trust in accordance 


with the powers conferred by the trustor is 
of course the responsible duty of the fidu- 
ciary. While the fiduciary is not the owner, 
it is the possessor of the legal title to the 
trust estate and must give to the trust prop- 
erties that high degree of care and attention 
that would be expected of men skilled in 
business management. The courts in some 
cases have required an extraordinary degree 
of knowledge and skill to be in evidence on 
the part of the corporate fiduciary in the 
absence of which it has been held liable for 
loss suffered by the trust estate. 


The fiduciary may draft the necessary 
documents which are required from time to 
time to be executed by it in the discharge 
of its duties, for such instruments are the 
acts of the fiduciary and their drafting 
would in no way constitute the unauthorized 
practice of law or infringe upon the rights 
of the legal profession. It must manage the 
trust estate in every detail and keep the 
necessary records for accounting purposes. 
It must prepare and file such reports as are 
required under the revenue laws and such 
as may be required by the courts and those 
to which beneficiaries are entitled. 

The investment of the funds of the estate 
involves technical knowledge and can be 
handled only by corporate fiduciaries pos- 
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sessed of special qualifications in this line 
of endeavor. It is not the duty of the trus- 
tee to enhance the value of the trust estate. 
It should, however, preserve the trust prop- 
erties for distribution to the beneficiaries at 
a future date unimpaired in value so far as 
any act or omission by the trustee may be 
concerned. Where the corporate fiduciary is 
properly qualified and it seems advisable, it 
is proper that such agency carry to a suc- 
cessful conclusion every matter required un- 
der the trust powers on its own initiative and 
without the assistance of outside talent 
where this can be done without appearing 
in court or otherwise infringing upon the 
prerogative of the legal profession. 


Practice of the Law 

The practice of law, counseling with cus- 
tomers on matters of a legal nature or the 
preparation of documents for customers to 
which it is not a party, are not within the 
sphere of the corporate fiduciary. It is con- 
sidered not only the duty but the responsi- 
bility of the corporate trustee to select a 
lawyer to assist it in the protection and man- 
agement of the trust properties or it may 
act through counsel in its own employ or 
under retainer; but in no case should it 
make charges for legal services or profit di- 


rectly or indirectly through fees collected by 
counsel in its employ. However, in the se- 
lection of counsel, the wisest and the fairest 
policy and one which is generally recognized 
and followed by our association is that of 
taking legal business back to the lawyer who 
drafted the instruments which created the 
trust or to the lawyer who has for many 
years handled the legal affairs of the trustor 
and continue with his services providing he 
has, in the judgment of the fiduciary, the 
qualifications to fit him for such employment. 
This policy has been well defined and I be- 
lieve there are now few exceptions to the 
general rule. 
ae ge 

TITLE GUARANTEE & TRUST COMPANY 

NAMED TRUSTEE IN BEDFORD WILL 

The Title Guarantee & Trust Company of 
New York is named as sole trustee under the 
will of the late Edward T. Bedford, president 
of the Corn Products Refining Company, who 
died May 21st. The estate is valued at over 
$4,000,000 and the bulk is left in trust for 
the benefit of children and grandchildren. 
The handsome Bedford estate at Westport, 
Conn., is given to Mrs. Bedford for use dur- 
ing her life and upon her death goes to Mr. 
Bedford’s daughter, 
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PICTURESQUE AND PECULIAR HOLLYWOOD WILLS 


HOW FAMOUS “MOVIE” STARS DISPOSE OF THEIR FORTUNES 
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(Epiror’s NOTE: 





Because of the large personal fortunes acquired in Hollywood there 


is a natural curiosity as to what has become of the estates of famous stars of “filmland” 
who have passed away and as to the manner in which those who are today at the height 


of popularity, 
Wills” as 
Movie Magazine, 

glimpses of humor, 


contemplate the disposition of.their millions. 
most interestingly related by Rosalind Shaffer in a recent i 


The story of “Hollywood 
issue of the “New 


is one of mingled tragedy, pathos, eccentricities and with occasional 
which might well furnish material for a successful “movie thriller.” 


The following abbreviation of the article also affords some instructive lessons as to the 
value of sound will-writing and the establishment of trust provisions.) 


ILLS are the most revealing of all 

human documents, and the most in- 

teresting. Shakespeare died and 
left the world a legacy of vehicles for the 
sarrymores, and his wife, the second best 
bed. Not above every-day ambition, the Bard 
of Avon left entailed property to found a 
fumily tree, even as Harold Lloyd. 

Modern minds are not different from the 
minds of Shakespeare’s day, and the same 
human emotions of love for kin, ambition, 
and spites, as proved by the Hollywood wills 
of the past, animate the Hollywood will- 
makers of today. Wills of the past few years 
in Hollywood have contained all sorts of 
surprises, and have had most amazingly 
complicated results. Lawsuits, attempted sui- 


cides, poignant personal tragedies, have fol- 
lowed in the train of some of Hollywood’s 
wills. While it is impossible to know the 


details of wills being made today in the film 
colony, due to natural reticence and causes 
that would make it inadvisable to reveal the 
secrets of these documents in their entirety, 


some of them have been told for the pur- 
poses of this article. 
Reveal Personalities and Ambitions 

These wills reveal the personalities and 
the ambitions of their makers in a way that 
nothing else does. There is something so ter- 
ribly final about making a will, that the real 
person emerges in making one, stripped of 


sham. While most of the wills being made 
consist of formal bequests to the logical 


heirs, others do not do this, and explain why. 

Another angle on this will business as it 
reveals the personalities and ambitions of 
the writers, relates to the various collections, 
valuable and unique, that represent the hob- 
bies of the stars. What will become of some 
of these most valuable and unique collections 
is revealed in this story of the wills of Holly- 
wood. Things gathered during long and col- 
orful careers on the stage and screen, and 
often related to work in films, represent the 
most interesting of these collections. 

Modern Hollywood folk are making much 
better provision for their loved ones, and are 
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managing their affairs in a more business- 
like manner than did the earlier generation 
of stars. Barbara LaMarr and Wallace 
Reid, it will be remembered, died with no 
wills, and of all they earned little was left 
for the loved ones dependent upon them. 


Cecil De Mille Makes Wise Trust Provision 

Cecil De Mille has made a will in which 
his keen studies of human nature are applied 
to every one of his four children. Bequests 
to them are governed by arrangements that 
vary with the temperament of each child 
as so far expressed, and with their ambitions 
in life. Money is held in trust with cash 
payments calculated to take care of the prob- 
able needs and welfare and pleasure of the 
children, with the terms of the payments and 
the trusts adapted to each child individually. 
The money of the widow is left in trust simi- 
larly. The will is planned like a carefully 
played game of chess, with every contingency 
studied, and, he hopes, provided for. Chari- 
ties, though Mr. De Mille would make no 
statement on this point, are known to be 
along the lines of his interest in life; the 
Motion Picture Relief Fund, and the Uni- 
versal Religious Conference at U. C. L. A. 
(University of California at Los Angeles), 
which is a clubhouse for members of all re 
ligions. 

All charities and bequests apart from 
those to his family, are cared for under a 
separate trust, so that no errors of litigation 
in regard to these things will affect the 
validity of the will providing for his family. 
Strangely enough, some time after De Mille 
had made this will, he found in the family 
archives an old will made by one Antonious 
DeMilt in Haarlem, in 1633; the will is an 
amazing parallel to De Mille’s own, even 
down to the number of children in the fam- 
ily and the careful ways the trust interest 
and cash were disposed of differently for 
each child, and for the widow. 


“To Make a Really Good Will’ 

“To make a really good will,’ says 
De Mille, “it would be necessary to try the 
children for five years with no money. I 
have often thought, if it were practical, 
what an interesting experiment it would be 
to go home some day and say, ‘Children, I 
am penniless; my health is gone and it is 
up to you to support me.’ ... This leaving of 
money is a dangerous thing; it should be 
studied carefully because it is a_ responsi- 
bility. The principle of modern charity is 
good; the teaching of an individual to be 
self-sustaining, rather than leaving him alms. 
A will, in my belief, should protect the bene- 
ficiaries against the dangers of money. It 
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would be wrong to leave money under simi- 
lar terms to individuals with different tem- 
peraments and traits. Then, too, a_ will 
should not create jealousies; the home so 
earefully built must not be destroyed. My 
will makes arrangements for every new piece 
of property, according to every foreseen con- 
tingency.” 
Harold Lloyd’s Will 

The will of Harold Lloyd is another care- 
fully planned document, as well it may be, 
representing the final disposal of one of the 
largest single fortunes collected in films. The 
widow will be provided for generously both 
by trusts to safeguard her and by bequests 
of cash and other properties as well. The 
same is true of the little daughter, Mildred 
Gloria; and her adopted sister shares equally 
with the benefits that fall to Mildred Gloria, 
dollar for dollar. It is well known that 
Harold Lioyd’s dream has always been of 
a family; the unfortunate circumstances that 
have hindered its fullest realization have 
turned him towards adopting a child, but he 
insists on regarding her as his own, in the 
way he is providing for her. His estate of 
seventeen acres, and his elaborate home, he 
has lavished money on, with the idea of pro- 
viding for his children and their children 
forever, a Lloyd estate that will not end with 
him and his wife. His extensive library with 
many unique and expensive volumes, will be 
kept intact with the furnishings of the home, 
for the children. 


Louise Fazenda, while she is not possessed 
of a huge fortune, has a very human sort 
of will. Louise makes a new one about every 
year or so, and while there is always the 
matter of a trust fund for her parents, the 
individual small bequests vary and increase. 
When she becomes aware that one of her 
treasures appeals particularly to some friend, 
down it goes in the will. 

Mary Pickford, who is perhaps the best 
business woman in Hollywood, has taken 
ample care to protect her adopted daughter 
—niece in reality—fourteen-year-old Gwynne 
Pickford, with trust funds and other lega- 
cies. During the lifetime of Mary’s mother, 
it was well known that Mary shared her 
income with her mother, share for share, 
and her will also made a like provision; at 
her mother’s death the money came back to 
her. Mary, as always, is willing to make 
few statements about her money affairs. She 
did say, however, that she has made a be- 
quest to the Motion Picture Relief Fund in 
the hope of encouraging others to do like- 
wise. This is the charity nearest Mary’s 
heart. 
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Mack 
as yet; 


Johnny 
money 


Brown is not in the big 
but he is putting everything 
that is surplus into a trust fund so that his 
wife and child will be protected for life. 
There are no executors nor administrators, 
it passes directly to them in case of his 
death, and his ambition is to get the trust 
as large as possible as soon as possible so 
that it will be enough to care for them if 


unforeseen events should cut them off from 
his support. 
Douglas Fairbanks Superstitious 
Douglas Fairbanks is most reticent about 


his will; he is among those who are super- 
stitious on the subject of wills and discuss- 
ing them. Unless his will is one of the big 
surprises of Hollywood, it leaves the bulk 
of his estate to his son and heir Douglas 
Fairbanks, Jr., as Mary Pickford is wealthy 
in her own name. Young Doug has made 
good, so very much so, and managed his own 
financial affairs so well that there should 
be no fear that he will be spoiled with in- 
herited riches. Fairbanks, Senior, admits 
that he has followed the lead of Mary, his 
wife, in willing money to the Motion Picture 
Relief Fund. The diligent Mary has waged 
a campaign with personal entreaty among 
the wealthy of Hollywood, to remember this 
fund in their wills in order that it may be- 
come a self-sustaining endowed fund. 

Norma and Constance Talmadge have 
made the three sons of their sister Natalie, 
and Buster Keaton, their principal Leirs. As 
the father of these three lively varnish re- 
movers is not a poor man himself, these 
children can look forward to being very 
wealthy young men some day. Norma is pos- 
sessed of the most valuable jewels in all 
Hollywood, and the jewelry, which she rare- 
ly wears, but leaves in a bank vault, will be 
part of the property of the young Keatons. 

Carl Laemmle, another man superstitious 
about discussing his will, is one of the 





wealthiest figures in Hollywood. He has ma- 
tured plans for a Laemmle dynasty for some 
years; at present his son Junior, in spite of 
his youth, has taken over many of the reins 
at the Universal studio. 

Estelle Taylor has provided in her will for 
trust funds for her mother, her sister and 
her niece. The incomes from these funds go 
to the beneficiaries during their lives, and 
the principals of these funds will go to the 
niece, Frances Carter, at their deaths, pro- 
vided that she is twenty-one. If not, the 
trusts will be held for her until she reaches 
her majority. All the estate goes to the 
niece, as Estelle’s husband, Jack Dempsey, 
is wealthy. 

William S. Hart has provided for his boy 
in a trust fund that stands in his will, the 
income of which is being used for the care 
and education of the boy today. When he, 
William S. Hart, Jr., becomes twenty-one, 
the interest of the $100,000 trust becomes 
payable to him instead of to his mother. At 
twenty-five, the boy receives the principal. 

While the wills of the present are most 
difficult to pry into, due to the reasons men- 
tioned, wills already probated left by the 
stars of years gone by, are very absorbing, 
as with them, one can trace the interesting 
and sometimes totally unexpected results 
that ensued. Perhaps the most elaborately 
worked out will so far probated in Holly- 
wood is that of the late Thomas Ince, who 
died, as all the world knows, so unexpectedly 
in the midst of a most successful career as a 
producer. Ince loved life and lived luxu- 
riously establishing the largest and most 
beautiful private estate in Hollywood. 

The estate of Ince was considerable, esti- 
mates at his death varying from one to four 
millions of dollars. Mrs. Ince was named as 
executor with her attorney to control the 
estate for five years. They were directed in 
the will to lease the Ince studio “in such a 
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way as to be profitable—and the good will 
built up by the Ince corporation shall be 
kept before the public.” This desire to cling 
to life through his works is typical of the 
vital life-loving nature of the man. For the 
remainder of the year in which Ince died, 
his wife continued to carry out his projects 
at the studio and to complete contracts. At 
present the studio, after first being in the 
hands of Cecil De Mille, is the home of the 
Pathé Company in California. 

The will of Tom Ince was made October 
3, 1921 and probated January 15, 1925; his 
death occurred December 19, 1924. At the 
time of his death, the children were William, 
15, Tom, 11, and Dick, 9. Ince himself was 
forty-three. The widow and the children were 
about as thoroughly protected as is possible; 
and, even at that, Ince overlooked the pro- 
visions of the California law that allows the 
wife a half of her husband’s property, if it 
has been accumulated since their marriage; 
this is the famous community property law. 


Valentino’s Estate a Tangle of Discord and 
Litigation 

The most famous of all Hollywood wills 
is that of Rudolph Valentino; an impulsive 
document, it displayed absolute trust in his 
friend and manager, George Ullman, devotion 
to his sister and brother who were his legal 
heirs, and loyalty and gratitude to his wife’s 
aunt, Mrs. Teresa Werner, who was named 
as the third beneficiary in the estate with 
his brother and sister. This will has been 
the subject of much litigation. 

The three, the sister, Maria Strada, the 
brother, Alberto Guglielmi and the aunt, 
Teresa Werner, no blood kin to him, were to 
receive equal shares from the estate. Ull- 
man was to hold the estate in trust for the 
heirs. The reason that the will was drawn 
up in such a vague and hasty manner, is that 
it was done shortly after his wife Natacha 





Rambova divorced him, to supersede a will 
in which he left everything to her. 

A feature of the will pronounced illegal 
by legal talent is the provision that Ullman 
should hold the estate in trust, pay the bills, 
and give the net income to the heirs with 
no instructions in the will as to the final 
disposition of the estate. No trust is legal 
that runs for longer than the life of a bene- 
ficiary plus twenty-one years, and the phras- 
ing of the will allows such an interpretation 
to be made. 

In August, 1928, Alberto and Maria filed 
suit against Ullman, petitioning for his re- 
moval as executor, and mentioning over sixty 
exceptions that they took to his conducting 
of the trust. They complained that Ullman 
had so mismanaged the estate that it had 
shrunk from over a million dollars to some- 
thing approximating $350,000, and that the 
estate was so impoverished that it was un- 
able to meet tax liens. They charged that 
loans had been made to different individuals 
without security, one of which was $50,000 
and the other $40,000; the list included, as 
we have said, over sixty such exceptions 
that they took to Ullman’s management of 
affairs. 

On July 9, 1930, the Bank of Italy (Cali- 
fornia), petitioned for letters of administra- 
tion to give it jurisdiction over the estate, 
following the resignation of S. George Ull- 
man, who resigned “that discord might not 
cloud the memory of my dear friend.” 

One might go on and on with this contro- 
versy which is not settled yet and may not 
be for some time. The will, made in love 
and affection, has left discord, and those 
whom Valentino loved most dearly are at 
odds with each other due to the hastily 
made will. 


Socalled “Spite Will’? Left by Theodore 
Roberts 
The will of Theodore Roberts is Holly- 
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wood’s most famous “spite will;” a man of 
great emotional capacity, sensitive in the ex- 
treme, and ill for some years before his 
death, he expressed much bitterness against 
his family and did it in such a scathing man- 
ner that it took those of his own flesh and 
blood to stand up under the accusations in 
it. 

“During the darkest hours of my life, no 
word of sympathy or offer of help from any 
member of my family came to me, and I 
hungered for it as the wanderer in the desert 
thirsts for water. The pride that kept me 
silent as a neglected unwanted child stayed 
with me through life, through many vicissi- 
tudes, and kept me silent even while in a 
prison cell. Now that I am beyond the in- 
fluence of all earthly things, I want these 
words said. If they leave an unpleasant at- 
mosphere over my memory, so be it. I hold 
that human quality is most justly gauged 
by the manner in which rebuke or remon- 
strance is received. It is easy to be com- 
placent under praise. 


“Only one member of my family shares a 
kindred isolation from the family that [ 
have always known, and that is my nephew 
Edward Roberts Higgins. If he survives me, 
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I want him to know that I have suffered like 
him that exile from home and that disin- 
heritance that has been the portion of both 
of us when those nearest to us passed out of 
this life.” 

To this nephew Roberts willed everything. 
His first wife, Lucy Roberts, from whom he 
had been divorced for some years, filed suit 
April 5, 1929, against the estate for suppoct 
money at $100 a month, which had been 
awarded to her at the time of the divorce. 
She was not mentioned in the will, and it is 
a fine point in law whether an estate can be 
made liable for alimony money. The suit 
was quashed. The second wife, Florence 
Smyth Roberts, was already dead, and Rob- 
erts in his will provided that he be buried 
“at the side of my well beloved wife.” 


‘Stars’? Who Died in Eclipse 

Wallace Reid died, as did Earle Williams, 
intestate. No one expected at the beginning 
of his illness that it would end fatally. Of all 
the sums that Reid must have made, for 
himself and for the picture company for 
which he worked, nothing was left his widow 
and two children but an estate of $58,500, 
composed of a home with two mortgages, 
valued at $40,000, and his furniture and au- 
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oD 
the Company adopted 23 years ago, may 
exceed two-thirds of the appraised value 
—the legal limit for trustees. Actually, 
our mortgages average as low as 57% of 
the appraised value. No loss to any 
investor. 


No mortgage, according to a By-Law of 
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valued at $18,500. 
Dorothy Davenport, an astute business 
woman and a great artist, has made the 
family fortunes fare well, by her producing 
of independent pictures since his death. The 
two children are being well raised; one 
legacy their father left them is that of honor 
and courage, even unto death. 

sarbara LaMarr, who died January 30, 
1926, left no will. Poor pitiful Barbara, en- 
meshed in debt and struggling with her mar- 
riages, her tangled business affairs and her 


tomobiles, His widow, 


health, left little to be disposed of. Her 
father, William W. Watson, and her mother, 
her brother, and her adopted son Ivan, age‘ 
three, were the heirs. The estate consisted 
of her home in Whitley Heights, not far 


from the old Valentino home; a few personal 
effects and furniture. Her baby was adopted 
by Zasu Pitts and Tom Gallery. So much 
genius, beauty and love of life, poured out 
for nothing, and leaving nothing but the 
memory of beauty and ardent passion to roll 
on down the years. 
Milton Sills and Lon Chaney Wills 

Milton Sills, in his will probated Septem- 
ber 30, 1930. left an estate of $250,000 for 
his wife and baby son Kenyon, from which 
Mrs. Doris Kenyon Sills is to receive $1,500 





a month for the first three months, and 
thereafter, $1,000 a month. A trust fund, 
made at the time of his divorce from his 


first wife, provides for Gladys Sills his ex- 
wife, and their daughter. 

Lon Chaney, recently deceased, left a will 
in which he made his wife, Hazel G. Chaney, 
“my beloved wife,’ his executrix and heir; 
his first wife, “Cleva Creighton Bush from 
whom I am divorced and to whom I 
under no obligation” received no legacy. 
son, he mentions, had been previously pro- 
vided for. -His brothers, George and John. 
and his sister Carrie, he had also provided 
for by his life insurance. John Jeske, his 
chauffeur and valet, “faithful friend and at 
all times a loyal and faithful servant’ was 
left $5,000. 

eo fe ate 

The Equitable Trust Company of New 
York, affiliate of the Chase National Bank, 
has been granted letters of administration in 
connection with the New York estate of the 
late Lady Decies, the former Vivien Gould. 
daughter of the late George Jay Gould and 
wife of Lord Decies, Irish peer. 

The State Bank of Taylor Springs has 
merged with the Montgomery County Loan 
& Trust Company of Hillsboro, Ill. 
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LAW OF TRUSTS AND LIFE INSURANCE AS RELATED 
TO INSURANCE TRUST AGREEMENTS 


DISCUSSION OF SOME OF THE QUESTIONS MOST FREQUENTLY OCCURRING 
AS TO FUNDED AND UNFUNDED TRUSTS 


HENRY S. FRASER 
Member of Law Firm of Brown, Fraser & Black, Syracuse, N. Y. 





(Epitor’s NOTE: 





Because of the comparatively recent development of life insurance 
trusts there is little judicial precedent to guide trust companies and 


banks, serving 


as trustees, in connection with complicated legal questions as to the drafting of agree- 


ments and the administration of such trusts. 


Life insurance law and practice comes 


into close contact for the first time with trust law and practice and there are many legal 


pitfalls to be avoided. 


Mr. Fraser discusses these points instructively and also touches 


upon the question of the right of life insurance corporations to assume trust functions in 
connection with life insurance trust agreements.) 


HE life insurance trust brings together 

two of the most complicated fields of the 

law, namely, the law of trusts and the 
law of life insurance. The law of trusts has 
manifold ramifications leading through long 
avenues of ancient and modern statutes and 
containing the conflicting decisions of hun- 
dreds of courts. The law of life insurance 
is hardly less difficult. Insurance law is a 
field which is distinctly sui generis and has 
never to this day been satisfactorily fitted 
into the general pattern of jurisprudence. 
In dealing with this branch of the law, the 
courts have employed the old familiar terms 
of other subjects of the law, with the result 
that an unsuitable nomenclature has been 
forced to do duty in an alien field. It is 
thus apparent that the union of the law of 
trusts and the law of life insurance would 
inevitably beget a nervous offspring in the 
form of the life insurance trust. 


Defining Trustee Relations Under Unfunded 
Insurance Trusts 

In dealing with a personal unfunded life 
insurance trust various legal catch-words 
have been applied from time to time, in 
an attempt to bring it under famil- 
iar category. The theory has sometimes 
been advanced, for example, that the un- 
funded arrangement, where the policies are 
not assigned, amounts to an executory trust 
during the lifetime of the insured and be- 
comes an executed trust upon his death. 
This conception, however, involves a misuse 
of terms. An executory trust, properly so 
called, is one in which the limitations are 
imperfectly declared, the intention of the 
settlor being stated in such general terms 


some 


that something not fully declared is required 
to be done in order to perfect the trust. 

Nor is it a “contingent” trust, 7.e., an ex- 
press trust which depends for its operation 
upon a future event. Since the legal title 
to the policies remains in the insured, no 
express trust with the bank as trustee is 
initially created; moreover, the insured does 
not become an express trustee to the ulti- 
mate beneficiaries since he does not intend 
to become trustee; nor does he become a con- 
structive trustee for them. 

Nor is it a contract to establish a trust 
in futuro. The insured does not engage to 
keep the policies in force for any period of 
time. If all the policies were allowed to 
lapse, no person could complain. There is 
an absence of mutuality of obligation. More- 
over, it is not a promise to give property in 
trust. The insured makes no statement or 
representation that he will keep the policies 
alive. 

Finally, it is not a trust merely because 
the instrument designates the bank a “trustee” 
and the insured a “settlor,” or because para- 
graphs are included referring to the reserva- 
tion by the insured of the right to revoke 
the “trust,” or referring to the “trust hereby 
created.” It is elementary that the words 
“trust” and “trustee” do not always show 
a trust. 


What the Trustee Undertakes 
Although a contract, other than the bail- 
ment of the policies, does not arise at the 
time they are delivered to the bank, some- 


thing more than a mere bailment takes 
place. In effect, the bank, in addition to the 


subsidiary agreement of bailment, promises 
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that it will receive, hold, and pay out the 
proceeds of the policies according to the 
terms of the instrument, if and after the 
policies become payable. In other words, the 
bank makes a written offer to the insured 
to act as a trustee after his death. This 
offer requires an acceptance by the insured 
before the transaction is raised to the dig- 
nity of a contract. But the insured suffers 
no detriment and makes no promise. The 
lapse of all the policies will not work a 
breach of contract. 

The insured, in effect, says to the bank 
that he may continue the policies in force 
and that if he does maintain them and does 
not change the beneficiary away from the 
bank, the bank may act as trustee after his 
death. To put it in another way, the bank 
makes an offer of a promise for an act, the 
act to be the maintenance of the policies in 
force until the death of the insured. If the 
insured, induced by the offer, performs the 
act and the bank’s offer has not been with- 
drawn, a binding contract is perfected on 
the death of the insured. The bank must 
collect the avails of policies and administer 
same as trustee according to the contract. 


Effect of Assignment of Policies 

Thus far we have assumed that the bank 
was named in the policies as trustee-benefi- 
ciary while the legal title to the policies re- 
mained in the insured. Let us next con- 
sider the situation where the insured as- 
signs the policies to the bank as trustee. In 
such case a trust is immediately created, be- 
cause the legal title in the policies passes to 
the bank. In this arrangement the bene- 
ficiaries under the trust are named in the 
instrument, but, of course, do not receive any 
income during the life of the insured. This 
fact, however, does not in any way invalidate 
the trust, which take’ effect immediately. 
The enjoyment is postponed until after death, 
but the rights of the beneficiaries accrue be- 
fore. 

In many instances the settlor reserves the 
power to revoke the entire trust and require 
the reassignment of the policies to himself, 
thereby terminating the interests of all par- 
ties. Such power of revocation, however, 
does not impair the trust qua trust; and, 
moreover, in New York, does not render it 
a testamentary disposition. The trust is good 
and effectual as if irrevocable until the 
power is exercised. Nor does a reservation 
of the power to modify the terms of the 
trust, even to the extent of substituting new 
beneficiaries to receive the income after the 
settlor’s death, render the trust invalid or 
the transfer a testamentary disposition. The 
greater includes the less, and if an entire 
trust may be revoked by the settlor, a pro- 
vision reserving the power of modification 
may be included. Of course, if the power 
to revoke or modify is not reserved, it is 
lost when the policies are assigned, and no 
changes may thereafter be made by the set- 
tlor except with the consent of all those 
beneficially interested under the instrument. 


Funded Trust and Rule Against 
Accumulations 

There is also the funded life insurance 
trust to consider, although these trusts are 
far less common than the unfunded arrange- 
ment. One of the perplexing problems in the 
funded trust revolves around the rule against 
accumulations. In New York, for example, 
there was serious doubt prior to 1927 as to 
the legality of a funded life insurance trust 
on the ground that it involved an unlawful 
accumulation of income. This situation was 
partially remedied in that year by an amend- 
ment to Section 16 of the Personal Property 
Law. This amendment, however, according 
to its terms saves the funded trust only 
where the policies are included in the trust 
and constitute a res. Therefore, in order to 
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gain the protection of the amendment, the 
policies must be assigned to the bank so as 
to vest title in it as trustee. If they are 
not assigned, but the bank is merely named 
as trustee-beneficiary, there is no “trust in 
property consisting of or including a policy 
or policies” of life insurance, and the statute 
would have no application. Such a trust in 
its entirety would perhaps be subject to suc- 
cessful attack as violating the rule against 
accumulations. 


The rule against accumulations may be 
violated in still other ways unless care is 
taken. The amendment above mentioned re- 


lates only to the income used for the pay- 
ment of premiums. Therefore, provision 
should be made with respect to the surplus 
income from the securities deposited with 
the bank. Such surplus, over and above the 
amounts required to pay the premiums, must 
be paid by the bank to someone and may 
not be held until the death of the insured. 
In the next place, the trust instrument 
should provide for some lawful disposition of 
any proceeds realized on the policies prior 
to the death of the insured. For example, 
if a policy lapses and the bank receives the 
cash surrender value, the same may not be 
held and accumulated until the death of the 
insured to be then added to the avails of the 
other policies. 


Testamentary Character of Unfunded Trust 

There is another problem in the field of 
life insurance trusts that sometimes occa- 
sions debate. This is the question as to the 
testamentary character of the unfunded 
“trust” where the policies are not assigned. 
If such a transaction is a testamentary dis- 
position, the instrument must be executed 
with the formalities required in the case of 
a will and must be probated after the death 
of the insured. It is argued that since no 
present interest passes to the bank during 
the lifetime of the insured, especially where 
the right to change the beneficiary is re- 
served, and since the instrument only takes 
effect at his death, such document is a 
This theory, however, loses sight of 
facts. 


will. 
certain 


It is true that the rights of the trustee- 
beneficiary, like those of any beneficiary, 
where the right to change the beneficiary is 
reserved, are entirely contingent. uncertain, 
and revocable during the life of the insured. 
It is also true that no property interest in 
the policies passes to the bank during the 
life of the insured. Likewise it is true that 
outside of the bailment of the policies, which 
feature may be separately regarded, the 
instrument does not take effect until the 


Your 
Oregon Business 


SEND your business ot a finan- 
cial or fiduciary nature to the 
Portland Trust and Savings 
Bank. This bank is ready to 


act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 








death of the insured. If these were the only 
considerations, the instrument might per- 
haps be required to be executed as a will. 

The distinguishing point, however, is that 
a policy of life insurance is not deemed an 
asset of the estate of the insured unless 
payable to the insured, his executors or ad- 
ministrators. The mere fact that the insured 
has title to a policy and may change the 
beneficiary does not make the policy or its 
proceeds part of his estate; the money goes 
directly to the named beneficiary. The rule 
is not otherwise where the beneficiary is a 
trustee; the proceeds do not form part of 
the estate of the insured, whether or not the 
insured has reserved the right to change the 
beneficiary. 


It has been expressly held in a New York 
case where the policies were assigned and a 
trust was established during the life of the 
insured, that the plan was not testamentary 
in character. (Jn re Voorhees Estate, 200 
App. Div. 259.) In this case the court said: 


“He has indeed by his trust deeds directed 
how the proceeds of these policies shall be 
distributed after death, and named the con- 
ditions under which the beneficiaries should 
take. But this is the effect in principle of 
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every life policy payable at death to another 
than the assured or his estate.’ 

The same reasoning would apply where the 
policies are not assigned but the bank is 
named in the policies as trustee-beneficiary 
under an ordinary unfunded arrangement. 


May Life Insurance Corporation Act as 
Trustee? 


I have sometimes been asked, particularly 
by insurance men, whether a life insurance 
corporation may act as trustee under a life 
insurance trust agreement. For the most 
part insurance companies do not attempt to 
act as trustee under life insurance trust 
agreements. Every effort is usually made to 
cooperate rather than compete with trust 
companies. On the other hand, some insur- 
ance corporations have accepted appoint- 
ment as trustee under life insurance trust 
agreements, and it therefore becomes impor- 
tant to note the legal incidents arising in 
such cases. 

It would seem that no insurance corpora- 
tion, domestic or foreign, may exercise in 
New York the power to receive deposits of 
money, securities, or other personal prop- 
erty in trust; nor may any insurance cor- 
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poration, domestic or foreign, exercise in 
New York the power to take, accept, or 


execute any trust or power of whatever na- 
ture or description, whether involving real 
or personal property, committed or entrusted 
to it by any person by grant, assignment, 
transfer, devise, bequest or otherwise. 

Tt is most doubtful that any insurance cor- 
poration may ever act as trustee under a 
life insurance trust, unless such power is 
expressly granted by statute or is lawfully 
included in the charter of the company. The 
Situation is unlike that in which an insur- 
ance corporation pursuant to an option set- 
tlement pays definite sums of money at 
fixed times to the beneficiaries. Such pay- 
ments are made according to a rigid con- 
tract with the insured, and are made from 
the general funds of the company. There 
is no particular trust res, and no discretion- 
ary power in the corporation. 

A corporation, insurance or otherwise, can- 
not take and hold property in trust for a 
purpose in which the corporation has no 
interest or which is foreign or repugnant to 
the objects for which the corporation was 
created. This does not mean that a trust 
must be strictly within the scope of the di- 
rect purposes of the institution of the cor- 
poration, but the trust must certainly be at 
least collateral to such purposes. It has been 
held in New York that an insurance corpora- 
tion has no implied power to engage in bank- 
ing and may not issue notes or bills of ex- 
change. It would seem to follow that an in- 
surance corporation has no implied power tu 
perform one of the major functions of a 
trust company created under the Banking 
Law, namely, to act as an express trustee. 

An insurance company when it seeks to 
act as trustee under a life insurance trust 
may find itself in a position where its inter- 
ests as a corporation conflict with its duties 
as a trustee. If one or more of the trust 
policies was written by the trustee, the 
company as trustee might be embarrassed if 
there were some defense to the payment of 
the policy. The company cannot sue itself. 
It is not to be forgotten, however, that the 
mere appointment of an insurance corpora- 
tion as trustee does not invalidate a life in- 
surance trust. If the original trustee is in- 
capable of acting as such, a new trustee will 
be substituted by the proper court, possessing 
equity jurisdiction, to enforce and adminis- 
ter the trust. 

fo fe ef 

The Union Trust Company of Donora, Pa., 
has taken over the Bank of Donora & Trust 
Company. 
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NEW VISION OF RESPONSIBILITY IN BANKING 


CRAIG B. HAZLEWOOD 
Vice-president, the First National Bank of Chicago 








ANKING is in evolution. Those who 

favor the unit plan, the branch plan, 

the group plan, the chain, are theoriz- 
ing volubly on the advantages of a particular 
system. Each finds in his plan an element 
of safety as well as efficiency which he sin- 
cerely believes less abundant in other plans. 
It is reasonably certain and definitely desir- 
able that some changes in our banking sys- 
tem should be made. But when a whirlwind 
of public distrust descends upon a commu- 
nity, what banking system is there which 
public suspicion will not attack equally with 
blunt fear? The bank that has been misman- 
aged, that has followed an unsound invest- 
ment policy resulting in greatly depreciated 
and frozen assets, and whose earnings have 
been inadequate, is like one stricken with 
the plague; all others that are associated 
with it in any way find themselves regarded 
with distrust. 

We must go to the root of the matter. We 
must check unsound banking practices in 
their very beginnings. Particularly in our 
savings institutions and departments we 
must build what no storm can shake—and 
then we must develop the proper public view- 
point upon the entire subject of savings. 

This is a matter with which none of us can 
successfully cope alone. The essential point 
of our banking system is not in the system, 
but in the management and in the proper 
cooperation. There are certain management 
problems which cannot be properly solved and 
carried straight through to a decisive, suc- 
cessful conclusion except as we march in the 
ranks with one another. This can be done 
with the right kind of cooperation and with- 
out sacrificing a proper individualism in the 
operation of our own banks. Whatever any 
bank knows about profitable operation should 
be placed at the service of all, Standards 
of operation and _ constructive criticism 
should be unselfishly placed above all. 

If we could read the human story back of 
every savings passbook; if we could see the 
home, the work, the trials, and the hopes it 
represents; if we could clearly visualize the 
problems of each savings depositor, the edu- 
eation of his children, the care of dependents, 
the hope, after years of work, for a com- 


petence in old age; if we could really evalu- 
ate the significant role the savings banker 
plays in maintaining the economic and politi- 
cal stability of the nation, I believe we could 
approach our daily work with a new sense 
of its importance. No other responsibility 
in our business life transcends it. Let us 
bring to it thorough knowledge, broad expe- 
rience, and outstanding management ability. 

Savings became a derision instead of a 
religion during the past ten years. And it 
has been the fault of the banker as well as 
of the depositor. But savings are coming 
back. It is again becoming the thing to have 
some ready cash in the bank. The depression 
into which we were so precipitously plunged, 
despite its many trying problems, has not 
been wholly without its rewards. Men and 
women are generally renewing their faith 
in the value of a balanced program of saving 
and spending. This development is of sig- 
nificance not only to the savings banker, but 
is of importance also to our national wel- 
fare, for it is one of the essentials upon 
which a more stable and lasting prosperity 
must be built. 

It is our responsibility as bankers to do 
two very definite things by way of encourag- 
ing this trend back to normal. It is neces- 
sary, first, to operate our banks so that 
people will enjoy complete safety for their 
deposits and will have complete confidence 
in banks. And, second, it is necessary that 
we begin to talk constructively in building 
savings business.—(EHacerpt from address at 
recent Mid-West Savings Conference.) 

oo 

Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New York, 
has been elected a trustee of Knox College 
at Galesburg, Ill. from which Mr. Sisson 
graduated. Mr. Sisson has also been elected 
president of the Sleepy Hollow Country 
Club in Westchester County, N. Y. 

Pennsylvania bankers mourn the death of 
L. K. Stubbs, vice-president of the Chester 
County Trust Company of West Chester, 
who has been one of the most active mem- 
bers of the Pennsylvania Bankers Associa- 
tion in developing cooperation with agri- 
cultural interests. 
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organized to meet the 


estate, trust and investment needs of men 
and women of means 


The Fiduciary Trust Company, a new institution of moderate size, specializes in 
personal attention to personal trusts and the management of investment funds. 


PIERRE JAY 


Chairman of the Board 
Former Chairman, Federal Reserve Bank 
of New York 


THOMAS H. BLODGETT 


President, American Chicle Co. 


F. HAVEN CLARK 
Scudder, Stevens & Clark, Investment 
Counsel 


GRENVILLE CLARK 
Root, Clark & Buckner, 
Attorneys 


ROBERT HALLOWELL GARDINER 
Trustee 


DAVID F. HOUSTON 
President, The Mutual Life Insurance 
Company of New York 


DreLANCEY K. JAY 


Altorney 
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DIRECTORS: 
DANIEL W. MacCORMACK 


President 
Former Head, Receivership De- 


partment Irving Trust Company 





CHARLES N. MASON 
President, Electrical Securities 
Corporation 

FREDERICK POPE 
President, Nitrogen Engineering 
Cor poration 

ELIHU ROOT, Jr. 

Root, Clark & Buckner, 
Attorneys 


THEODORE T. SCUDDER 


Scudder, Stevens & Clark, In- 


vestment Counsel 


HENRY L. SHATTUCK 


Treasurer, Harvard College 


DAVID H. McALPIN PYLE 
Secretary 


The Pyle Estates 
CARLL TUCKER 


WILLIAM B. WARNER 
President, McCall Corporation 


WILLIAM H. WHEELOCK 
President, Brown, Wheelock: 
Harris, Vought & Company, 
Inc. 

HAROLD C. WHITMAN 
Vice-President, Clarence Whit- 
man & Sons, Inc. 

BRONSON WINTHROP 


Winthrop, Stimson, Putnam & 
Roberts, Attorneys 
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HE Fiduciary Trust Company of 

New York has been organized 

to meet the estate, trust and 
investment problems of men and 
women of means. In addition to the 
recognized advantages of a corporate 
executor and trustee, it has three 
distinguishing characteristics : 


It reaches investment decisions only 
after considering the judgment of in- 
dependent investment counsel based 
upon extensive research; 


It has a set-up designed to assure 
clients of continuity of present in- 
dependence and policies; 


It specializes in personal trust and 
investment work. 


SPECIALIZATION IN PERSONAL TRUST 
AND INVESTMENT WorK 


The business of the Fiduciary Trust Company is per- 
sonal trust work and the investment of funds for 
individuals and institutions. The company does no 
corporate trust business. It does not engage in com- 
mercial banking. It does not merchandise securities, 
either directly or indirectly. 


As a result, all the officers are free to devote their 
time to the personal trust and investment problems 
of clients. This concentration permits a realization 
of the personal relationships which should exist 
between trustees and clients. 





II 


CONTINUITY OF INDEPENDENCE 
AND Po .icy 


Everyone who makes a will wants his estate settled 
by the executor he has selected. The same desire is 
even stronger in the selection of a trustee. But this 
is an era of consolidation and merger. The merger 
of one bank with another, or a change in its control, 
may affect the very characteristics for which a per- 
son chose the institution to administer his estate 
or trust. 


With this in mind, special arrangements, details of 
which will be given on request, have been made to 
prevent control of the Fiduciary Trust Company from 
being purchased either by interests not in sympathy 
with its present independence and policies—or for 
purposes of merger. 


iil 


Continuous INVESTMENT SUPERVISION 
SupPORTED BY OuTsIDE RESEARCH 


Up to the beginning of the present century, the in- 
vestment problem of the trustee was comparatively 
simple. Relatively little investment research was 
required, because virtually the only investments 
available for trust funds were mortgages and gov- 
ernment, municipal and certain other high grade 
bonds. 


In recent years, however, the growth in size, 
strength and stability of many corporations has 
added greatly to the number of bonds available as 
trust investments. Moreover, the common stocks 
of many strong corporations now are regarded as 
suitable trust investments. 


There is an increasing tendency on the part of those 
creating trusts to give their trustees wide discretion- 
ary power as to investments. Today, trustees are 
often requested, or even directed, to invest some por- 
tion of the fund in common stocks in order that there 
may be opportunity for the principal to appreciate 
and the income to increase over a period of years. 


(Continued on next page) 
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The broadening of the investment discretion given 
to trustees, does not, however, change the trustee’s 


. . . 4 
primary duty—to conserve the principal of the trust 
fund. 


To fulfill its own obligation under the instructions 
given by its clients, the Fiduciary Trust Company 
considers that trust and other funds should be under 
continuous supervision supported by intensive re- 
search. An effective research organization can be 
developed only through years of effort and experi- 
ence—and at great expense. 


* * * 


To meet these conditions, the Fiduciary Trust Com- 


pany has adopted a new procedure for investing 
clients’ funds. 


Subject to the supervision of the board of directors, 
such funds are kept under constant review by a com- 
mittee of the principal officers. Furthermore, in 
reaching investment decisions regarding bonds and 
stocks, this company has the benefit of the invest- 
ment recommendations and the extensive research 
organization of Scudder, Stevens & Clark, invest- 
ment counsel. It should be emphasized, however, 
that final decision in regard to all investments rests 
solely with the Fiduciary Trust Company. 


Organized in 1919, Scudder, Stevens & Clark was the 
first firm of investment counsel to advise investors, 
for an annual fee, on a professional basis. The firm 
does not deal in securities. It acts as advisor for funds 
approximating $325,000,000. It spends more than 
$400,000 a year on its research organization alone. 


* * * 


Scudder, Stevens & Clark has made a substantial 
minority investment in the trust company and two 
of its partners are members of the board of directors. 
The relationship of the trust company to its invest- 
ment counsel is that of a client. Each conducts its 
own business independently of the other. The trust 
company is free to terminate this relationship at 
any time and to engage the services of other invest- 
ment research organizations. 


rap UCiary 
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INVESTMENT INDEPENDENCE 


The Fiduciary Trust Company is not aligned with 
any banking group. It has no security affiliate. 
Neither the company, nor its officers, directors, or 
its investment counsel, is engaged in the merchan- 
dising of securities. 


This independent position keeps the Fiduciary Trust 
Company free from any investment interest adverse 
to that of clients. 


PERSONAL BANKING FACILITIES 


The Fiduciary Trust Company accepts checking ac- 
counts and time deposits, not involving commercial 
lines of credit, from individuals, firms and corpora- 
tions. Current rates of interest are allowed. 


FEEs 


The first consideration of the Fiduciary Trust Com- 
pany is to give clients the best possible service. Fees 
are fixed with this principle in view and are commen- 
surate with the work and responsibility involved. 
Details will be furnished upon request. 


* * * 


The offices of the Fiduciary Trust Company are on 
the thirtieth floor of One Wall Street. Here you may 
discuss your affairs in surroundings appropriate to 
trust work. The senior officers are always available 
to talk with clients about their problems of invest- 
ment and estate management and to outline advan- 
tageous and economical ways for arranging their 
estate affairs. 


You may find such a discussion especially timely now 
—when economic conditions are causing many men 
and women of means to review their present invest- 
ment situation and estate arrangements. 


We have prepared Pamphlet B, ‘‘A New 
—and Different—Trust Company,” 
describing our services. On re- 
quest it will be sent to you. 


COMPANY 


ONE WALL STREET 
SURPLUS $1,000,000 
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HOW SUPERVISION IS MAINTAINED OVER TRUST 
DEPARTMENTS OF NATIONAL BANKS 


SYSTEM OF EXAMINATION AND VERIFICATION CONDUCTED THROUGH. 
OFFICE OF THE COMPTROLLER OF THE CURRENCY 


AUBREY B. CARTER 
National Bank Examiner in Charge of Section of Trust Department Supervision, Office of the Comptroller 


of the Currency, Washington, D. C 








(Eprror’s Nore: Since February, 1915, when the first permit under the Federal Re- 
serve Act was issued to a national bank to exercise trust powers, and up to June 30, 1930, 
a total of 2,472 national banks have availed themselves of the privilege, with 1,829 estab- 
lished trust departments reporting 79,912 individual trusts aggregating in value $4,473,- 
000,000 and administering 11,511 corporate trusts aggregating $11,803,000,000. A feature 
of the system of supervision maintained through the office of the Comptroller of the 
Currency at Washington, is the requirement as to auditing of trust records, examination 


and verification of trust department assets. 


is conducted.) 


O expedite the organization and opera- 

tion of trust departments in the na- 

tional banking system, the office of the 
Comptroller of the Currency has drafted an 
approved form of resolution, which sets out 
in a simple and concise manner the impor- 
tant requirements that any bank must meet. 
When trust powers are granted to a national! 
bank, two copies of the resolution are sent 
along so that these can be filled in and for- 
mally approved by the board of directors, 
and one copy returned to the Comptroller’s 
office for file. It has been found that this 
resolution is of much help to the average 
bank which adds a trust department, in that 
it describes just what must be done to qual- 
ify in this growing field of banking. 

In the board of directors is lodged the 
responsibility for the prudent, safe and effi- 
cient operation of the trust department. Con- 
sequently, it is essential that it not only 
establish a sound investment policy but that 
it continuously review specific action of the 
trust department. Cestui que trusts properly 
look to the board for redress if there is any 
dereliction anywhere along the line in the 
handling of trust securities. Therefore any 
System must provide that the complete oper- 
ations of the trust department in the pur- 
chase, sale, exchange or other disposition of 
trust securities be approved by the board of 
directors. This approval must be a 
of definite, written record. 


matter 


Handling Trust Investments 
While retaining complete responsibility, it 
is obvious that the board of directors must 


Mr. Carter describes how such supervision 


delegate the detailed work involved in reach- 
ing conclusions on specific securities or 
trusts. This is accomplished by officially cre- 
ating a “Trust Investment Committee.” To 
the trust department this committee is the 
most important factor in the conduct of its 
business. It sits with the trust officers in 
the discussion of all investment problems. 
It examines the new trusts, authorizes all 
purchases and decides upon major 
trust and security problems, reviews trusts, 
and in general guides the whole trust de- 
partment operation. That corporate fiduci- 
aries will be held by the courts to a higher 
standard of duty than will an individual 
trustee is indicated in the language of a 
recent decision of a New York court in the 
case of the Estates of Frederick H. Clark. 
Upon this point the court said: 

“In trust relations these days, when trust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old-fashioned individual ea- 
ecutor or trustee. Trust companies seek this 
character of business, claiming that they are 
especially qualified and financially respon- 
sible. They make a specialty of trust matters 
and claim to be familiar with the authority 
of executors and trustees as to trust invest- 
ments. They have claimed that each estate 
and trust will receive the personal attention 
of one trust executive whose life work is the 
administration of estates and trusts, and de- 
cisions with regard to the purchase and sale 
of securities will be independently arrived at 


by these officers in consultation with invest- 
ment experts.” 


sales, 
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Periodical Audits of Trust Business 

The strict accountability to which corpo- 
rate trustees are held by the courts for exer- 
cising care and prudence in all matters of 
trust investment makes it imperative that 
the system should provide for a proper record 
of the action taken or consideration given by 
responsible officers and committees. These 
records compel vigilance on the part of those 
charged with investing trust funds and serve 
as evidence, if this must be produced, that 
the trustee has discharged its legal and 
moral responsibilities towards the trust. 

The board of directors of the national bank 
receiving authority to exercise trust powers 
upon adopting the resolution creating a trust 
department makes provision for the appoint- 
ment of an examining committee composed 
of members of the board who shall periodi- 
‘ally make a thorough and complete audit 
of all records and a complete and careful 
examination of all securities of the trust de- 
partment, and that the report of such exam- 
ining committee shall be made a part of the 
minutes of the board of directors of the 
bank. 

Legal Obligations Imposed on Directors 

The legal obligation imposed upon direc- 
tors to exercise reasonable supervision over 


the administration of the affairs of the bank 
is illustrated in two federal cases: 

RANKIN vs. COOPER, 147 Federal 1010— 
where the court states: 

“Directors are charged with the duty of 
reasonable supervision over the affairs of 
the bank. It is their duty to use ordinary 
diligence in ascertaining the condition of its 
business, and to exercise reasonable control 
and supervision over its affairs.” 

Again in BRIGGS vs. SPAULDING, 141 
U. 8. 182: 

“We hold that the directors must exercise 
ordinary care and prudence in the adminis- 
tration of the affairs of a bank; and that 
this includes something more than officiating 
as figureheads. They are entitled under the 
law to commit the banking business, as de- 
jined, to their duly authorized officers, but 
this does not absolve them from the duty 
of reasonable supervision nor ought they to 
be permitted to be shielded from liability 
because of want of knowledge of wrongdoing 
if that ignorance is the result of gross inat- 
tention.” 


Requirements as to Examination of Trust 
Department 


The directors examining committee in 
making their examinations of the trust de- 
partment are requested : 

1. To seal the compartments in the 
vault containing trust securities, and take 
possession of the books and records of the 
department. 

2. Count any cash in the department 
and make a record of all trust securities 
in the department not in the vault. If any 
trust securities are out of the bank tem- 
porarily make a record of the receipts for 
verification. 

3. Take off a cash proof. This is a 
proof of the uninvested principal and in 
come, cash due corporate trusts, cash held 
for account of sinking funds, and any 
other cash liability accounts to prove with 
the deposits of the trust department in 
the banking department, or in other 
banks. 

4. See that the bonds held by the trust 
department as security for trust funds on 
deposit in the banking department are of 
a market value in an amount sufficient to 
cover those deposits. 

5. Carefully inspect the trust ledger 
and security ledger and check up any im- 
portant changes since the last examina- 
tion, such as trusts closed out, new trusts 
received, purchases and sales of securi- 
ties, large distributions of income and 
commissions taken. 


ip 
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6. Check all securities and other assets 
held by the trust department. Make a 
thorough examination and analysis of the 
investments which have been made for 
account of the various trusts to determine 
their desirability and present worth. A 
periodical appraisal of all trust securities 
is desirable and important. 

7. The committee should have before it 
the last report of the national bank exam- 
iner of the trust department and any let- 
ters from the Comptroller of the Currency 
relating to that department with the view 
of verifying the correction of any excep- 
tions which may have been ealled to the 
attention of the bank. 

8. The examining committee should 
make any observations necessary to come 


to the conclusion concerning the super- 
vision and general management of the 


trust department, and incorporate its rec- 
ommendation in its report to the 
of directors. 


board 


Examinations Conducted by Comptroller 

While the responsibility for the conduct 
of the trust department rests ultimately on 
the directors, the Comptroller of the Cur- 
rency is charged by law with the duty of 
appointing examiners who shall make peri- 
odically a thorough examination of all the 
affairs of the bank and shall make a full and 
detailed report of the condition of the bank 
to the Comptroller. The regulations relating 
to the exercise of trust powers provide that 
examiners appointed by the Comptroller of 
the Currency will be instructed to make 
thorough and complete examinations of the 
eash, securities, accounts and investments of 
the trust department of the bank at the same 
time that examination is made of the bank- 
ing department, and may make such exam- 
inations at any other time. 

The Comptroller promulgated very definite 
and searching methods for the guidance of 
national bank examiners and in conveying 
to the examining force instructions on the 


course to be followed in determining the 
character of management of the trust de- 


partment said: 


“Bach examiner and assistant will be ea- 
pected to give careful study to methods 
which will enable him to arrive at a definite 
conclusion as to the character of administra- 
tion of assets entrusted to the bank acting 
in a fiduciary capacity, and devote such 
necessary time and attention to this impor- 
tant department of national bank operations 
as will assure a comprehensive and construc- 
tive report on the manner in which he finds 
the various trusts being administered. When- 
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ever exceptions are found a definite recom- 
mendation for correction should be made.” 

Copies of the examiners’ reports are fur- 
nished to the board of directors of the bank 
as well as the Comptroller of the Currency 
who follows up with the bank any exceptions 
which may require attention. 


Trust Items Requiring Verification 

3riefly stated, the duty placed upon the 
national bank examining force in determin- 
ing the character of management of a trust 
department involves the verification of the 
following items or ascertaining that the trust 
department is being operated in such a man- 
ner that complete detailed checks are un- 
necessary. The items are: 

1. To see that all trust assets turned 
over to the trust department are intact. 

2. That they are held by the bank in a 
fiduciary capacity. 

3. That the income has been collected 
on income producing assets of the various 
trusts. 

4. That it has been properly distributed 
to the beneficiaries, or otherwise ac- 
counted for. 
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5. That any distribution 
has been properly made. 


of principal 


6. That the income of the trust depart- 
ment has been properly accounted for. 

7. That the assets of the trust depart- 
ment reflect lawful and efficient manage- 
ment of the trusts committed to it. 

8. That constructive recommendations 
for correction accompany all exceptions 
found by the examiner and set up in his 
report in such a manner that the bank’s 
supervisory authorities may be enabled to 
correct the exception complained of. 

The regulations relating to the investment 
of trust funds recognize both the trusts under 
the jurisdiction of the courts and those cre- 
ated by trust agreement. Private trust ac- 
counts constitute 76 per cent of the total 
trust assets under administration, and when 
an examination is made of the trust depart- 
ment the same searching investigation is 


made of the manner in which private trusts 
are being administered as is given to the 
trusts under the jurisdiction of the courts. 
Corporate fiduciaries have a vast respon- 
sibility in the handling of estates and mak- 
investments. 


ing Their reputation will be 
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heightened or diminished by the quality of 
service they render. The creators of trusts 
rely on you to preserve their property, and 
with vigilance you must continue to protect 
their interests. Thus, and thus only, can you 
maintain your reputation for faithful serv- 
ice and reap the benefits of expanding busi- 
ness, which, particularly, in this country, in 
the words of a prominent trust official, “has 
become more than a business. It has be- 
come a profession—one which can and should 
make countless thousands feel secure for 
their future. For the corporate trustee will 
endure and grow long after all of us have 
passed from the scene of action—always pro- 
vided we keep true to the principles of trus- 
teeship.”’ 


2 o, \? 
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A READY AID IN TIME OF DEPRESSION 

The record of small personal loans made 
during the past three years and especially 
Within the past eighteen months of business 
reverse, by the Personal Loan Department 
of the National City Bank of New York, 
must be a source of pride to the management 
of the bank. During the three years of the 
operation of this department there have been 
224,000 families aided in this city. A total 
of $78,000,000 has been loaned on the plan 
of aiding worthy applicants and the actual! 
good that has accomplished through 
this agency is worthy of more general at- 
tention. At the close of the three-year pe- 
riod approximately 26,000,000 in loans to in- 
dividuals was outstanding, ranging from $50 
to $1,000 and loans averaging total of $3,000,- 
000 at the present time. The chief reason 
for borrowing is to defray expense of illness. 
Hundreds of letters are on file in the de- 
partment attesting to relief from distress and 
timely aid obtained through the personal 
loan department. 


been 


The National City Bank is steadily pur- 
suing its policy of branch banking extension. 
The opening of new branches recently, one 
in Astoria and another at Brighton Beach, 
brings the total branches in Greater New 
York to fifty-four. 


Robert C. Effinger, vice-president of the 
Irving Trust Company of New York, has 
been elected president and director of the 
Irving Investors Management Company, Inc., 
succeeding Edgar Lawrence Smith. The of- 
fices of the company have been moved to the 
new Irving Trust Building at 1 Wall street. 

Anton H. Schefer has been appointed as- 
sistant vice-president of the Central Han- 
over Bank & Trust Company of New York. 








NEW AND LEGITIMATE SOURCES OF PROFIT IN 
MAKING REAL ESTATE LOANS 
FEE SCHEDULE RECOMMENDED IN CALIFORNIA FOR 
VARIOUS TYPES OF LOANS 


J. C. LIPMAN 
Vice-president, Union Bank and Trust Company, Los Angeles, Cal. 





(Eprror’s Nore: Notwithstanding all the discussion and the progress made in elim- 
inating “free service” in banking and trust company work, there remain some sources for 
legitimate profit and to which clients will, as a rule, give ready coneurrence when the 
character and quality of a particular service is explained. One of these undeveloped 
sources of additional bank profit is in making charges for appraisal in negotiating vari- 


ous types of real estate loans. 
Bankers association, after conducting a 


attention from bankers everywhere.) 


ANK and trust company management 
is confronted with a situation in which 
it is necessary to augment earnings in 
every way possible. It will take strong co- 
operative effort, and no small amount of 
courage. The dissenters may hold out for a 
while, but after holding the sack and reap- 
ing neither glory nor profit, they will come 
in with the rest in short order. For if the 


public can’t get a needed service for noth- 
ing, it will pay for it, and pay gladly. Espe- 
cially is this true with real estate loan 


charges. 


Gross vs. Net Profits on Loans 

Loans are just as much merchandise to a 
banker as are, say, radios to a music dealer. 
Both dealer and banker must make a profit 
or end up in the same place. And while 
modern merchandising has made vast strides 
in the matter of lowered overhead and sales 
costs, banking has not yet found the proper 
answer. Imagine what would happen if you 
called up a radio man to have him fix your 
radio, only to inform him after he had driven 
five miles to your home that, meanwhile, 
you'd found another radio man who charged 
less, and that you were therefore not going 
to pay him! 

Yet it is a common practice for prospec- 
tive borrowers to shop around for the largest 
loan at the lowest rate, much as women with 
minds not made up will go window shopping, 
ordering as many as three different apprais- 
als from three different banks. Two of these 
banks stand a certain chance of losing money 
if they have no fixed appraisal fee, assessed 
whether or not the loan is made. The bank 
that does make the loan also stands a fair 


In California the Economic Council of the California 
thorough 
mended various schedules of fees in making real estate loans which 


investigation of the subject, 


deserves 


recom- 
serious 


chance to lose on its net profit if no appraisal 
charge is made. Conditions such as this are 
not at all unusual, as was found in a survey 
of 186 member banks in the California Bank- 
ers Association, and from which we gathered 
much of the information contained in this 
paper. 


Charging Appraisal Fees in Making Loan 


For example, in towns of 5,000 or less 





J. C. LIPMAN 


Vice-president, Union Bank and Trust Company of 
Los Angeles, Cal. 
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population we found that only one-third of 


the banks charged appraisal fees where 
loans were made, and only one-fifth of the 


banks charged when the loan was not made! 
In other words, in these smaller communi- 
ties where profits are none too plentiful, and 
where competition is bitterest, two-thirds of 
the banks were losing legitimate profit on 
every real estate loan made, and 80 per cent 
of the banks were losing money on every 
request for a loan where an appraiser was 
sent to inspect the property, and the loan 
was not made. 

Banks render the same expert service to 
prospective borrowers, whether or not the 
loan is made. There is no reason why the 
bank should bear the cost and lose a fair 
and just profit. In cities of 10,000 to 50,000 
population, however, 75 per cent of the banks 
charged appraisal fees when the loan was 
made, except Los Angeles, in which all banks 
charged. However, even in the larger cities, 
only 25 per cent of the banks charged fees 
where the loan was not made. 

After careful analysis of the survey, the 
Economic Council of the California Bankers 
Association recommends the following sched- 
ule for ordinary real estate loans to individ- 
uals, adding 10c. per mile where the ap- 
praisal is to be made more than five miles 
distant from the place where the applica- 
tion was filed. 


Schedule of Fees for Real Estate Loans 

This schedule is applicable to banks of all 
sizes, as it is used by the large branch sys- 
tems for all their offices. 


Ordinary Loans (Individual) 


Minimum fee on amounts up to and including $2,000...._ $5.00 
On loans above $2,000 and not exceeding $5,000........ 10.00 
On loansabove 5,000 and not exceeding 10,000........ 15.00 
On loans above 10,000 and not exceeding 15,000........ 20.00 
On loans above 15 '000 and not exceeding 20,000........ 25.00 


On loans exceeding $20,000, the fee to be 1- 10 of 1% © ($25.00 minimum 
on individual loans). 
Regarding farm loans, the Council, study- 
ing the situation from much the same angles 
as previously stated, and allowing for the 


difference in the type of work involved, 
recommends the following schedule of fees 
for farm loans. 
Farm Loans 

(Individual) 
Minimum fee on amounts up to and notincluding $7,500. $20.00 
On amounts of $7,500 and not including $12,500........ 25.00 
On amounts of 12,500 and notincluding 17,500........ 30.00 
On amounts of 17,500 and notincluding 22,500........ 35.00 
On amounts of 22,500 and notincluding 27,500........ 40.00 
On amounts of 27,500 and notincluding 32,500........ 45.00 
On amounts of 32,500 and notincluding 37,500........ 50.00 
On amounts of 37,500 and notincluding 42,500........ 55.00 
On amounts of 42,500 and notincluding 47,500........ 60.00 
On amounts of 47,500 and notincluding 52,500... 65.00 


On loans exceeding $52,500, in addition to a minimum fee of $65.00 
on individual loans, an additional charge of 1-10 of 1% on the 
amount by which the loan exceeds $52,500. 


The foregoing schedules apply to individ- 
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ual real estate loans, and to farm loans. In 
the matter of building loans, too, we found 
opportunity for improving potential profits 
to the bank. Whereas an ordinary loan on 
real estate only requires one trip by the 
appraiser, property under construction is a 
different matter. Inasmuch as the bank ad- 
vances payments at stated intervals in the 
progress of the work, and since the bank 
must satisfy itself that work is done as 
specified, usually five trips to the property 
must be made by the appraiser. Naturally 
this involves a greater expense, and hence 
a higher scale of charges. The council rec- 
ommends the following scale, similar to that 
in use in San Francisco and Los Angeles. 
Seventy-five per cent of the banks do not 
charge. 


Fees for Building Loans 


(Individual) 
Minimum fee on amounts up to and including ee... .. $15.00 
On amounts above $4,000 and not exceeding $15,000. . 25.00 
On loang above $15,000 and not exceeding $20,000. . 30.00 
Onloansabove 20,000 and not exceeding 25,000...... 35.00 
Onloans above 25,000 and not exceeding 30,000...... 40.00 
Onloans above 30,000 and not exceeding 35,000...... 45.00 
On loans above 35,000 and not exceeding 40,000...... 50.00 
Onloansabove 40,000 and not exceeding 45,000...... 55.00 
Onloansabove 45,000 and not exceeding 50,000...... 60.00 


On loans exceeding $50,000, in addition to a minimum fee of $60.00 
on individual loans, an additional charge of 1-10 of 1% on the 
amount by which the loan exceeds $50,000. 

The schedule above applies in the case of 
individuals. Where it is a corporation, we 
recommend that an additional charge of $5 
be assessed to cover the additional documen- 
tary and extra work. 

Of 186 banks studied, we found only seven 
banks allowing interest on funds deposited 
in building accounts, being proceeds from 
building loans. Moreover, we found 70 per 
cent of the banks charged interest on build- 
ing loans from the date that the money was 
available. The law requires that the full 
sum must pass tv the owner on the mortgage 
or trust deed in order to show consideration 
for its taking priority over mechanics liens. 
It must be placed in a special account and 
be held available for this specific purpose 
only. Therefore, the justification for the 
payment of interest from the date of deposit 
by the mortgagor. 


A safeguard that all banks feel, or should 
feel, necessary is Tax and Assessment Serv- 
ice, since it protects both borrower and the 
bank against liens being filed, or in default, 
taxes, etc. The charge for such service is 
nominal and should be borne by the mortga- 
gor. 


The Drawing of Real Estate Documents 

In studying charges made for drawing 
documents, there seemed to be an almost 
uniform practice. The averages for all banks 
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Known In New Haven As The Trust Company 


THE wz 


A strong, 


conservative company which 


combines more than 60 years’ experience 
with a thoroughly modern point of view. 


Trust Funds More Than $80,000,000 


would indicate that the following 
charges are fair to bank and client: 

Partial Release 

Satisfaction, including notary fee.. 

Request for reconveyance 

These charges are based on the theory that 
it is a service over and above the interest 
charge. 





When a bank is called upon to place its 
papers in escrow for payment of its loan in 
full, whether in its own escrow department 
or in that of another bank, a service charge 
of $2.50 is fully justified. The writing of in- 
struments and other minutix, the dispatch- 
ing of documents by messenger, ete., war- 
rants this charge. Thirty-nine banks now 
charge. 

A charge of $2.50 should also be assessed 
where papers are placed in escrow to facili- 
tate the sale of property, or when a second 
lien is being placed thereon. It is necessary 
to make out a mortgagee’s statement, file the 
papers by messenger, and then follow-up to 
see that the papers are returned to the file. 
There is endless annoyance in this type of 
service. Forty-two banks now charge. Fi- 
nally, the council recommended a charge of 
$2.50 when it is necessary to secure an as- 
signment of award in public domain proceed- 
ing. 


In closing may I say that we found noth- 
ing startlingly new or radically wrong. We 
found only what bankers find in the aver- 
age business firms who come for advice— 
simple, sometimes elemental things, which, 
corrected, aggregate a very nice increase in 
profit, and a sound curtailment in overhead. 

Nothing we have recommended is untried 
or untested. Every schedule we have set 
down is now in operation in California Banks, 
It only remains for those banks who are not 
now watching the routine operations to take 
a closer look—tighten up where there is too 
much play, and loosen where there is fric- 
tion. The public will pay when the public 
understands. But it will take courage, coop- 
eration, and time. 


ooo 


Col. Leonard P. Ayres, vice-president and 
economist of the Cleveland Trust Company, 
has been named by the Secretary of Labor 
at Washington to serve with thirteen others 
on the national committee to study techno- 
logical employment. 

A. H. Roudebush, vice-president and coun- 
sel of the Mississippi Valley Trust Company 
has been elected vice-president for Missouri 
of the Trust Company Division of the Ameri- 
ean Bankers Association. 
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Positive Protection 
for Machine Posted Ledgers 
right at the Place of Posting! 


No lugging heavy ledgers in 
and out of the vault. No twice-a-day pushing of ledger 
trays to and from this probably distant point of safety. 
Yet always positive protection against destruction of 

‘ records by fire. That’s the advantage of Safe-Ledger 
le gma - Trays and the reason why progressive banks everywhere 


cover is oo = are adopting them. 
closed ... 


locked Safe-Ledger Tray brings the vault to the ledger by afford- 


ing ledger protection at the point of use. Lid and tray 
are counter balanced for instant action. A finger-touch 
on the trigger release snaps the lid into position for clos- 
ing. A slight push and the tray with its contents drops 
into an insulated compartment. It’s locked .. . safe! 


Accessible Safe-Ledger Trays are available in three sizes—all pre- 
ae i senting convenience and protection that no bank should 
"and be without. Mail the coupon today for full information. 
ready 
for use 
Bank Department 


— Remington Rand 


down the tray 


comes up BUSINESS SERVICE 


BUFFALO, NEW YORK 


I AM INTERESTED IN THE SAFE-LEDGER TRAY. 


Bank. 














NEWLY DEVISED TRUST ACCOUNTING SYSTEM SIMPLIFIES 
OPERATIONS 


ADVANTAGES ADAPTABLE TO SMALL AS WELL AS LARGE-SIZED DEPARTMENTS 
H. F. TAGGART, C. P. A. 


Associate Professor of Accounting, University of Michigan 


(EpDIToR’s Note: 


There is increasing demand in trust department operation and 
accounting procedure for greater simplicity, economy, speed and accuracy. 


Introduction 


of ingenious mechanical devices has gone beyond the experimental stage and greater 


refinements are in order because of the rapidly growing volume of trust business. 


The 


following article is descriptive of a new trust accounting system which reduces labor, 
time and trouble by making full use of the possibilities of duplication and combining 
numerous postings and entries into one writing.) 


EREWITH is described a new system 

of trust department accounting which 

has obvious and very definite advan- 
tages. It is exceptionally simple on account 
of the small number of forms. A high de- 
gree of economy is attained by making full 
use of the possibilities of duplication. Clients 
are better satisfied with instantaneous re- 
ports. Endless time and trouble are saved 
in the preparation of income tax and court 
reports by the careful and complete initial 
classification of accounting data. 

No small advantage lies in the fact that 
on every record where the details of a trans- 
action might be of importance the complete 
details are given, and there is no question 
that they are the same as on all other rec- 
ords, since they are obtained by duplication. 
Although the making of an individual entry 
takes a slightly longer time, on account of 
the necessity of collating the forms, the en- 
try finally made is three to six times as po- 
tent in information-giving as the entry which, 
though quickly made on one record, must be 
repeated in several other places to tell the 
complete story. 


Record of Dividend in Personal Trust 

The complete record of the receipt of a 
dividend on Detroit Edison Company stock 
held by a personal trust necessitates no less 
than seven entries. These are as follows: 

1. An entry on the statement prepared 

for the client or beneficiary. 

2. An entry debiting the cash control ac- 

count of the trust. 

A memorandum entry on the security 

ledger sheet showing the receipt of 

earnings on that particular stock. 

A credit to the revenue account, Divi- 

dends—Domestie. 


5. A eredit to the control account, Income 
and Expense. 
An entry on the proof sheet or cash 
journal. 
An entry on the trust company control 
account, Due to Trusts. 


In the ease of all hand-posted systems and 
nearly all machine-posted systems, these rec- 
ords are obtained as follows: 

1. Cash statement prepared separately 
from the bookkeeping procedure when- 
ever such a statement is called for, the 
result being considerable delay in satis- 
fying the client’s need for information. 
The entry to the trust cash control is 
made by a separate posting. 

The memorandum entry is either omit- 
ted entirely or made by a_ separate 
posting. 

The credit to the revenue 
made by a separate posting. 
Lither the Income and Expense Control 
is omitted or the entry requires a sepa- 
rate posting, perhaps in total with oth- 
er income items for the trust that day. 
The entry on the proof sheet or cash 
journal is separately hand-written in 
hand-kept systems. In machine-kept 
systems it is made by the use of carbon 
paper at the time the postings are made 
to the trust control accounts. 

The entry on the trust company or 
trust department control account, due 
to trusts, is made in total with the oth- 
er cash receipts for the day. 


account is 


Thus it is seen that the full record of the 
above transaction requires at least three in- 
dividual postings. One additional posting 
may be made individually, but may be made 
in combination with other like entries. Only 
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one entry is made by duplication. even in a 
machine-kept system. And after all the book 
entries are made, there still remains the ne- 
cessity of preparing a detailed statement for 
the client. 


New System Accomplishes All Records at 
One Writing 

A system which can accomplish all of this 
work at one writing has obvious advantages. 
Such a system has been recently developed 
by Duncan Rice, C. P. A., of Lawrence Seud- 
der & Company, and Stanley C. Frost, an 
experienced trust officer. The first six en- 
tries detailed above are made at one writing 
by the use of an Elliott-Fisher machine, with 
ingeniously devised forms and carbon paper 
arrangement. The credit to the trust depart- 
ment control, “due to trusts,’ is made from 
the total of the cash receipts shown on the 
proof sheet, or cash control. 

Figure 1 shows the forms used to record 
the above transaction and the order in which 
they are placed in the machine. Form T-4, 
on top, is the client’s statement, which shows 
all the transactions of the trust for any de- 
sired period and the balance due from or to 
the trust department. The statement is kept 
with the trust ledger, but can be removed at 
any time without disturbing the operation of 
the system in the least. The operator simply 
heads up a new sheet and starts in where 
the old one left off, obtaining the old balance 
from Form T-5, the trust cash control, which 
is a duplicate of the statement. Thus no 
client has to wait a minute when he wants a 
statement for any purpose. Everything that 
has happened up to last night is instantly 
available. Where monthly statements are 
required, their preparation calls for no mad 
rush and overtime work, but is simply a mat- 
ter of extracting them from the ledger file. 
This is one of the outstanding advantages of 
this system. 

Revenue and Controlling Accounts 

Form T-6 is the revenue account. All do- 
mestic dividends will be posted to this ac- 
count, so that when income tax time comes 
around, the making of the return will be sim- 
ple. Many trust systems have a separate 
form to which income tax information is 
posted and expensive special equipment for 
the analysis, entirely outside of the account- 
ing system proper. Others wait until time 
to make the return and laboriously assemble 
and reclassify the data which have been re- 
corded without reference to income tax needs. 
With the one-writing system it is just as 
easy to classify revenues and expenses prop- 
erly in the first place, and a tremendous 
amount of grief will be saved later. 
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Form T-11 is the controlling account, . 
come and Expense. It receives its entries 
original from the machine and they are c 
ried through to the proof sheet by mea 
of carbon paper. It stays in the machine 
while all income and expense items for the 
particular trust are being posted. 

The figure shows the back of Form T-7. 
This is a memorandum record of dividends 
received on the particular stock. Being a 
memorandum, it is not, of course, an essen- 
tial record, but it often is convenient, and 
by means of duplication its preparation is 
almost automatic. The front of Form T-7, 
not illustrated, is the security account itself. 


Combined Proof Sheet and Cash Control 

Form T-9 is the combined proof sheet and 
trust department cash control. The trust 
department for which this system was origi- 
nally devised classifies its trust into four di- 
visions, namely, personal trusts, executorships 
and administratorships, corporate trusts, 
and court and testamentary trusts. A cash 
control is kept for each division. Each cash 
control sheet stays in the machine through- 
out the posting of daily cash items pertain- 
ing to its division. From the totals of cash 
receipts and disbursements recorded on this 
sheet, the entries to the trust department 
control account, Due to Trusts, are made. 
Also the entry necessary to adjust the con- 
trolling account, Advances to Trusts, is ob- 
tained from this sheet. 

The old debit cash balances of trusts are 
brought down in vertical figures; the credit 
balances in italicized figures, Likewise the 
new trust cash balances thrown out by the 
machine are vertical, if debit, and italicized, 
if credit. The difference between the total 
old credit balances and total new credit bal- 
ances is the net change in Advances to 
Trusts. This can be ascertained from the 
proof sheet without recourse to the trust 
ledger. The division cash control also serves 
the usual purposes of a proof sheet, proving 
the correctness of all postings to trust cash 
controls, subsidiary trust accounts, and other 
trust control accounts. Furthermore, since 
all the cash transactions of a division are 
recorded on the sheet, together with full ex- 
planations, references, and trust numbers, 
the entire trust ledger, as far as cash trans- 
actions are concerned, could be reconstructed 
from the division cash controls. These sheets 
are filed separately from the trust ledger, for 
added safety. 

Posting Media 

The posting media in this system are three 

vouchers, one for cash receipts, one for cash 
(Continued on page 798) 
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disbursements, and one for non-cash journal 
entries. These are prepared in duplicate, 
the original being the bookkeeper’s copy and 
the duplicate being the audit copy. Since 
only one posting is made, no further copies 
may be necessary. These vouchers have 
printed on their face all the control and sub- 
sidiary accounts likely to be needed, with 
blank spaces for the writing in of additional 
accounts. Details of transactions are writ- 
ten at the top and the posting directions are 
indicated by simply checking the accounts 
affected. In situations which require further 
copies of vouchers for advices to various 
departments affected, fan-fold forms can be 
used which will furnish a considerable num- 
ber of copies. An example is the purchase 
and sale of securities. Here copies may be 
needed for the accounting department, the 
auditor, the statistical department, the vault, 
and the transfer department. 

In addition to the 
Figure 1, the entire system utilizes just 
three other forms, making a total of nine 
forms of journal and ledger character, This 
simplicity contrasts startingly with 
trust systems which use scores of highly 
specialized forms. The disadvantages of a 
multitude of forms are obvious, in the tying 
up of working capital, in confusion and waste 
of time, and in storage space. Inevitably, 
also, one form will be substituted for an- 
other whenever a shortage occurs. 


forms illustrated in 


many 
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THE ELLIOTT-FISHER ACCOUNTING MACHINE 
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How Economy in Forms Is Obtained 

Economy in the number of forms is ob- 
tained by emphasizing versatility. For ex- 
ample, Form T-5 is used as the cash control 
of the trust department or trust company, 
as well as of the individual trust. Form T-6 
is utilized not only for all trust revenue ac- 
counts, but for all trust expense accounts, for 
all trust department or company expenses 
and revenues, and for numerous other ac- 
counts. Form T-7 is utilized for all proper- 
ties owned by trusts or the department and 
for notes payable, land contracts payable, 
and mortgages payable. Form T-8 (not il- 
lustrated) is used for estate realized and 
securities purchased, memorandum records 
required only in executorships and adminis- 
tratorships and occasionally elsewhere. Form 
T-12 (not illustrated) serves to record loss 
on realization and certain corporate trust 
accounts. Form T-10 (not illustrated) is 
the division journal which performs for jour- 
nal entries the same functions as the division 
cash control does for cash transactions. 
Form T-11 takes care of all trust and trust 
department control accounts except cash. 

To the uninitiated, the insertion of the 
forms into the machine and their collation, 
so that entries will-get into the proper places 
on the various sheets, might appear to be a 
difficult matter. It would be most difficult, if 
not impossible, on a typewriter style of 
machine. 


Machine Operation 

Figure 2 shows the Elliott- 
Fisher machine and_ gives 
some suggestion as to how 
the work is handled. The car- 
bons remain fixed in place. 
It is not necessary for the 
operator to handle them. The 
ledger sheets are always ar- 
ranged in order of size, with 
the smallest on top. The loca- 
tion of the last entry on each 
sheet is indicated by a star 
so placed that it will be vis- 


ible after the body of the 
sheet is hidden. A girl who 
was familiar with the ma- 


chine but an entire novice in 
trust accounting was able, af- 
ter ten days’ experience, to 
post at the rate of sixty items 
per hour in a department con- 
sisting of all types of trusts. 
And it is to be remembered 
that when these items are 
posted, they are posted, once 
and for all, with all entries 
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proved and all clients’ cash statements made. 
The work is much facilitated by proper or- 
ganization of the trust ledger and sorting 
of vouchers before posting commences. With 
these matters attended to, the number of 
changes in sheets is kept at a minimum. 

Another matter that might worry one who 
had not seen the records produced is the 
liberal use of carbon paper. It is to be noted, 
however, that no vital record is any worse 
than a first carbon. The control accounts, 
except cash, are all originals. The essential 
figures on the primary expense, revenue, and 
property accounts are original. In any event, 
the second, third and fourth carbons are en- 
tirely legible, and if care is used in the selec- 
tion of carbon paper, the records will not 
smear. Carbon-produced records are in satis- 
factory use in a large number of trust de- 
partments and other business concerns of 
all types. In the first installation, 26-pound 
paper was used for all purposes except the 
client’s statement, which may be of lighter 
stock. The strength of this paper is entirely 
adequate to withstand all the handling it 
will Experiments have also been 
made with 28-pound paper, with satisfactory 
results. The success of the multiple impres- 
sion is attributable to the construction of the 
Elliott-Fisher machine and the principle on 
which it works. 


receive, 


Versatility of New System 

Nearly all trust accounting systems take 
pains to distinguish between corpus and in- 
come. This distinction is of practical im- 
portance almost solely in the case of trusts 
of the life-tenant and remainder-man variety, 
which constitute a minor part of all trusts. 
As a practical matter, the distinction between 
corpus and income is largely disregarded, and 
the machinery provided for making it is so 
much dead timber, save only in those cases 
in which it is essential. The present system 
makes the distinction in one of two ways. 
The simpler is to regard the balance in In- 
come and Expense Control. If it is debit, 
income is overdrawn to that extent; if credit, 
that amount of income is undrawn. By com- 
paring the balances of Cash and of Income 
and Expense it can be determined whether or 
not there is any free principal cash. If 
this method is not satisfactory, however, 
there is provided a separate income cash 
statement and an income cash control, both 
of a different color from the corresponding 
corpus records so that, if desired, the life- 
tenant may have one statement and the re- 
mainder-man the other. 

A very important feature of this 
is its versatility. 


system 


2 


It cares for all types of 
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trusts equally well, It 
accounting information in the usual sense, 
and simultaneously gives income tax and 
probate court data in the most complete and 
convenient form. The availability of these 
figures depends, of course, on a carefully 
worked-out chart of accounts, and the great 
capacity of the system mechanically to ree- 
ord information encourages the use of as 
many detailed accounts as are necessary. The 
system is adaptable, by slight changes in and 
eliminations of some of the forms, to eases in 
which files of cards or Addressograph plates 
are used in place of the ledger sheets for 
securities above described. Recognizing the 
fact that many small departments could not 
economically utilize the accounting machine, 
Mr. Rice has also devised a hand-operated 
system based on the same principles, which 
can very readily be changed over to the me- 
chanical system when circumstances permit. 


furnishes adequate 


Probate Court Accountings 

Probate court accountings frequently re- 
quire a complete audit of the trust and a 
thorough reclassification of transactions. The 
requirements of the court seldom correspond 
to ordinary accounting classifications, and 
the expenditure of much time and money 
may result from a failure to realize this. 
This system so organizes the information 
in the first place and enters it on the records 
in such detail that the preparation of an 
executor’s or administrator’s accounting from 
the trust ledger is a stenographer’s job. Cor- 
pus, for example, is subdivided into at least 
the following accounts: 


Inventory at Beginning of Trust 
Additional Estate Discovered 
Gain on Realization 

Loss on Realization. 

Debts of Decedent 

Funeral Expenses 

-ayments to Beneficiaries 
Securities Purchased 

Estate Realized. 


If needed, other accounts can be added tu 
this list. Schedules classified as above, along 
with detailed statements of cash receipts and 
disbursements and of income and expense, 
together with an inventory at the date of 
the accounting, are necessary. In preparing 
the accounting, all that need be done is to 
indicate on the ledger forms the schedule 
numbers or letters and hand them to the 
stenographer for typing. The complete pro- 
bate court accounting is thus prepared in 
balanced form, since the data are taken di- 
rectly from a balanced ledger. The prepara- 
tion of income tax returns is similarly sim- 
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plified by an intelligent original classification 
of items of income and expense, 

It hardly seems necessary to urge the ad- 
vantages of mechanical over manual account- 
ing systems. The gain in speed, accuracy and 
legibility are too well known to require elab- 
oration. That the mechanical system is dis- 
tinctly more economical may not be so clear, 
in view of the rather heavy first cost of the 
equipment. The fact is, however, that many 
cases exist where the change from manual 
to mechanical operation would save the first 
cost in the first year through the reduction 
in clerical salaries. In one installation of 
the present system the machine operator was 
able to accomplish in an hour and a half 
what it had taken a bookkeeper a full day 
to do, and the clients’ statements were pre- 
pared at the same time, an operation for 
which the bookkeeper had formerly had to 
call in extra help. 

The economies of mechanical methods are 
by no means limited to the very large con- 
cerns. Medium-sized and even small con- 
cerns can utilize bookkeeping machines to 
advantage, especially if work can be found 
for them in addition to the trust work. This 
is easy to do where there are affiliated con- 
cerns, such as investment companies, build- 
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ing companies, insurance agencies, and the 
like. The books of such enterprises can also 
be put on the machine and both machine and 
operator kept busy every day. In some cases 
these affiliated enterprises are actually con- 
verted into voluntary trusts, for accounting 
purposes, so that the bookkeeping is uniform 
throughout. 


2, *, °, 
“ ~~ . 


Karil K. Giesse, manager of the foreign 
trade department of the Fifth Third Union 
Trust Company of Cincinnati, has been ap- 
pointed an honorary representative for Cin- 
cinnati to the trade fair at Leipzig, Ger- 
many. 

H. W. O’Melveny, consulting counsel for 
the Title Insurance & Trust Company of 
Los Angeles, has been awarded the honorary 
degree of doctor of laws by the University 
of California. 

The Prudential Insurance Company has 
issued a group insurance policy for the pro- 
tection of seventy-two employees of the Gary 
State Bank of Gary, Indiana, and amount- 
ing to $151,000. The policy is of the contribu- 
tory type with employees eligible for insur- 
ance in amounts ranging from $1,000 to 
$4,000. 
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There are 4 billions of these 
dollars. Altogether they go to 
make up the Bell System plant 
investment — a sum more than 
twenty times what it was in 1900. 

Vast quantities of equipment 
and many kinds of property are 
represented. Aerial plant (cable, 
poles, wires, etc.) heads the list 
with 28% of the total money 
invested. Central office equip- 
ment comes next with 26%. 
Underground plant (cable, con- 
duit and the like) is 22%, sub- 





scribers’? equipment 12%, and 
land and building 12%. 

This division of the- invest- 
ment is the result of careful 
planning to serve most effectively 
the nation’s growing needs for 
telephone service. Fromi one 
Bell or Bell connecting telephone 
for every 90 people in the United 
States in 1900, the number has 
increased to one telephone for 
every six people. 

May we send you a copy of our 
booklet ‘‘Some Financial Facts’? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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Life Underwriters and 
Trust Officers 


“a ; 

t seems evident that 
there will be an increasing number of cases 
where the insurance trust will be required 
instead of the option settlement, and I be- 
lieve that frank and active co-operation with 
local banks and trust companies in such 
cases, to the end that they may administer 
the estate we create, will bring the best 
results.” 





Guy W. Cox, Vice President and General Counsel 
John Hancock Mutual Life Insurance Company 


LE 





The co-operation so long tacit between life under- 
writers and trust officers has been more firmly established 
by their official joint statement, as voiced by the American 
Bankers Association and the National Association of Life 
Underwriters,—a statement which marks the beginning of 
an era of definitely expressed co-operation between the life 
underwriter and the trust officer, in the best interests of 
their clients. 
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Any reader of this advertisement interested in the subject can obtain 
a copy of our valuable booklet, “Estate Conservation and Life 
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INSURANCE AND BOND PROTECTION FOR TRUST 
COMPANIES IN ASSUMING TRUSTEE LIABILITIES 


INSURABLE RISKS ATTENDING THE MANAGEMENT OF ESTATES 
AND TRUST PROPERTY 


HARLEY E. STEVENS 
Of the San Francisco Bar 





(Epiror’s NoTE: 





Mr. Stevens sets forth that the trustee charged with management 


of estate or trust property should obtain adequate liability insurance, the more important 
types of which are such as cover liability for torts, fire insurance, rent or use and occu- 
pancy insurance, covering liability on contracts, employer's liability, casualty, boiler and 


explosion insurance and other available coverage. 
should also be extended to the estate itself. 


and the 


In addition such insurance protection 
In view of the volume of trust business 


numerous questions of liability that arise, notwithstanding the highest type of 


management, the recommendations made by Mr. Stevens are deserving of careful con- 


sideration by trust officers.) 


HE source of all liabilities incurred by 

fiduciaries is to be found first in the 

proper or improper exercise of the pow- 
ers impliedly or expressly granted the fidu- 
ciary, and, secondly, in the performance or 
non-performance of the duties imposed upon 
them, not only by law, but by the express 
terms of the trust. In addition thereto in 
discussing the liabilities of corporate trus- 
tees acting under the terms of trust inden- 
tures, the courts have in an increasing num- 
ber of cases, imposed a fixed status on the 
character of the corporate fiduciary. This 
limits complete freedom of contract, and 
holds it liable for the performance of duties 
implied by reason of its relationship to 
others, even though the parties to the con- 
tract have expressly provided that no such 
duties were to exist. 

It is, therefore, to the actual cases where 
liability has been imposed upon the fiduciary 
personally that we must look, not only to 
ascertain the extent of the fiduciary’s lia- 
bility, of the protection afforded him by stat- 
ute, by the trust instrument, by immunity 
clauses and other similar limitations of lia- 
bility, but also to find what insurance or in- 
demnification the fiduciary need obtain in 
order to protect himself in cases where 
neither the law, nor the trust instrument, 
nor provisions of immunity exonerate him 
from liability. 


Duty of Fiduciary to Take Possession 
Turning to these cases, and to the consid- 


eration of what insurance the fiduciary must 
effect in order to protect himself in the man- 


agement of trust estates, we may imagine 
the usual situation in which the executor, 
administrator or other trustee of a court or 
private trust finds himself at the moment 
of inception of any given trust. The fidu- 
ciary’s first duty is, obviously, to take pos- 
session of the estate and to protect it from 
loss and injury, and if he fails to exercise 
due diligence in securing possession of the 
property, the delay is at his personal risk. 
The trustee has many other duties in gather- 
ing together the assets of the estate, such as 
proceeding promptly to collect debts and se- 
curities already due and payable to the es- 
tate, reducing choses in action to money, col- 
lecting debts due before they become barred 
by the Statute of Limitations, collecting 
rents promptly, and so on. 

Having obtained possession of the trust 
property, it is the duty of the fiduciary to 
protect that possession. In the case of a 
trust of real property, if the property of the 
trust is wrongfully occupied, he must eject 
the trespassers lest his own title and the 
right of the cestuis que trustent be lost by 
adverse possession. He must protect the 
trust property against waste and trespass. 
Thereafter, he must, in addition to protect- 
ing his possession, exercise such powers as 
he may be given to enable him to manage the 
trust estate, or perform such duties as the 
implications of his trust impose upon him. 
If a prudent man would insure against fire, 
earthquake, liability for injuries to third 
parties—then the fiduciary must insure. This 
is particularly true when the trustee of an 
express trust holds the legal title for both 
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life tenant and remainderman. Generally 
speaking, if he performs these duties with 


prudence, he is excused from personal lia- 
bility. 


Fiduciary’s Liability for Torts 

It is obvious that in the management of 
trust or estate property, the fiduciary is ex- 
posed to many risks of loss. One of the 
chief sources of loss is to be found in the 
rule that an executor, administrator or trus- 
tee is liable for torts in his individual, and 
not in his representative, capacity. The gen- 
eral theory is, of course, that when such 
fiduciary commits a tort, he steps out of his 
line of duty, and, in so far as he commits a 
wrong, he does not represent the estate and, 
therefore, it should not be held liable. A fur- 
ther theory is sometimes advanced that the 
trust funds should be held intact for the 
beneficiaries, and the trustee not allowed to 
dissipate them by his wrongdoing. The 
soundness of this latter position, however, is 
impaired by those cases which permit reim- 
bursement on the part of the trustee out of 
the trust funds under certain conditions. 


Typical Cases in Which Trustee Is Held 
Liable for Torts 

In order to determine just what insurance 
the trustee need effect as the result of this 
view, we may mention briefly the main types 
of cases wherein the trustee has been held 
liable, namely, first, for injuries or damage 
for failure to keep the property in repair; 
secondly, for negligence of employees; and, 
thirdly, for violations of statutes. 

Examples of the first group are found in 
the cases of which the following are typical: 
Injuries to passengers in an elevator form- 
ing a part of the trust property; personal 
injuries sustained by the falling of a venti- 
lator out of a window from a building, of 
which the fiduciary was in control, upon a 
person in the street below; damages for fail- 
ing to keep a tank on leased property in 
proper repair; damages sustained by an ad- 
joining owner by the fall of a building be- 
longing to an estate, the building having 
been leased as a warehouse but being unsafe 
and unfit for that purpose at the time it 
was let by the fiduciary. 

Examples of the type of cases where the 
trustee has been held liable for the negli- 
gence of its agents or employees are found 
in those instances where the fiduciary, in 
connection with the management of trust 
property, may be carrying on the business. 
Thus, in Kalua vs. Camarinos (11 Hawaiian 
Reports, 557), an administrator, who was 
carrying on the intestate’s business, was held 
personally liable for injuries suffered in a 


TRUST COMPANIES 


collision with a wagon, which was caused 
by the negligence of one employed by him 
as a driver who, at the time of the injury, 
was acting within the scope of his employ- 
ment. Again, in Dillwan vs. German Savings 
Bank (124 N. W. 350), the trustee was held 
liable for misappropriation of funds of the 
trust estate by an agent whom he had em- 
ployed to collect rents for the estate. And 
in Gatti-McQuade Company vs. Flynn (140 
N. Y. Supp. 135), it was held, in an action 
to recover for an injury sustained through 
the negligence of a driver employed by an 
administratrix, that the administratrix, com- 
mitting a tort either personally or by an 
agent, is liable therefore in her personal, 
and not in her representative, capacity. 

Illustrative of the cases where the fidu- 
ciary has been held liable for failure to ob- 
serve the statutes or ordinances are such 
eases as Louisville Trust Company vs. Mor- 
gan (203 8S. W. 555), where a trustee man- 
aging an estate under a trust in a will leased 
an hotel building belonging to the estate 
without complying with the statutes or or- 
dinances with respect to fire escapes and ex- 
tinguishers. The trustee was held liable indi- 
vidually for injuries to guests because of 
the absence of such equipment. So also 
where a trustee failed to properly light hall- 
ways of a building under its control as re- 
quired by statutes, and a tenant sustained 
injuries as a result, the trustee was held per- 
sonally liable. 


Specific Coverage in Management of Trust 
Property 

From what has been said, it clearly ap- 
pears that the trustee charged with the man- 
agement of estate or trust property should 
obtain adequate liability insurance, the more 
important types of which are publie liability, 
employer's liability, elevator liability, boiler 
and explosion insurance, and contractor's 
liability. 

In connection with this casualty insur- 
ance, it is possible to obtain—and presumably 
most banks carry such coverage—a blanket 
policy covering the fiduciary against all lia- 
bility incurred in the management of estate 
or trust property. In addition, such coverage 
may extend to the estate itself, so that it 
may be fully protected. Furthermore, the 
blanket policy is written so as to insure the 
trustee not only for injuries or damage to 
property of others during the period in 
which the fiduciary is charged with active 
management, but also during the period after 
his appointment, but before he has had an 
opportunity to take possession and inform 
himself of the condition of trust property. 
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Supplementing this is another valuable 
coverage, namely, against any deficiency in 
the coverage carried by the deceased or the 
trustor, as the case may be. The policy in- 
sures the fiduciary for a reasonable period 
after its appointment against loss which 
might arise because policies of the decedent 
or trustor may have lapsed or expired, or 
been canceled. Of course, the condition of 
such coverage is usually that the fiduciary 
place such insurance as he desires to effect 
with the company issuing the policy. 


Fire Insurance Should Be Effected 

Adequate fire insurance, of course, should 
be effected and, in this connection, I under- 
stand that blanket automatic fire insurance 
policies can be obtained from certain com- 
panies. This coverage is similar in form to 
the casualty insurance coverage which I have 
referred to and is very well suited to the 
requirements of banks acting in a fiduciary 
capacity for it protects the trustee on ac- 
count of any property held by it as trustee, 
wherever located, during the period of time 
elapsing after the appointment of the execu- 
tor, administrator or trustee, but before it 
has had an opportunity to inspect the vari- 
ous fire insurance policies carried on the 
property and to determine whether they are 
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not only adequate, but in full force and 
effect. The fiduciary reports within a rea- 
sonable time as to the specific property which 
it wishes covered and thereafter the insur- 
ance is written in the regular way. 
Although I have not specifically referred 
to cases permitting the fiduciary to effect 
rent insurance, or use and occupancy insur- 
ance, it seems to me clear that where the 
facts indicate either type of insurance would 
be of material protection, it becomes the 
duty of the fiduciary to effect such insur- 
ance, obtaining the express consent of the 
beneficiaries, however, if possible, before do- 
ing so, for in the case of fire, income is lost 
during the period of reconstruction. The only 
way that this loss can be eliminated is either 
through rent insurance, which is based on 
the annual net rent the property yields, or 
use and occupancy insurance, which covers 
merchants’ and manufacturers’ prospective 
earnings interrupted by fire. Certainly, where 
the sole income of beneficiaries of estates or 
trusts depends on current earnings of prop 
erty subject to fire, rent insurance or use and 
occupancy insurance should be effected. 


Contracts Made on Behalf of the Trust Estate 
The matter: of the fiduciary’s liability in 
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the management of trust or estate property 
upon contracts made for the benefit of the 
estate does not call for particular attention 
inasmuch as the law in connection with such 
liability is rather clearly defined. Thus, in 
California it is provided, in Section 2267 of 
the Civil Code, that a trustee is a general 
agent for trust property and that his author- 
ity is such as is conferred upon him by the 
declaration of trust or by the other provi- 
sions of the statutory law of California. The 
trustee’s acts within the scope of his au- 
, thority bind the trust property to the same 
extent as the acts of an agent bind his prin- 
cipal. However, unlike an agent, a trustee 
may be held personally liable on a contract 
which he has entered into describing himselt 
as trustee. In order to escape individual 
responsibility, he must and should stipulate 
that he is not to be held liable personally 
and that the other party is to look solely to 
the trust estate. The trustee, however, 
no authority or power to impose 
upon the trustor or beneficiary. 


has 
liability 


The law is also quite clear as to the re- 
sponsibility imposed upon executors and ad- 
ministrators in the matter of contract. It 
is obvious that in these matters of contract 
that insurance is not generally available to 
protect the corporate fiduciary. Of course, 
a fiduciary may, and corporate executors and 
administrators should, resort to the courts 
for instructions and advice and for approval 
of such contracts as may be made, unless 
the trust instrument, or the powers granted 
the executor in the will of the decedent, are 
adequate to authorize the making of con- 
tracts and to protect the fiduciary from lia- 
bility thereon. 


Investment and Reinvestment 

The problem of investments to be made 
or retained by fiduciaries and conversion of 
securities must be passed by with but a 
word or two, for generally, aside from legal 
limitations, the question of investment is 
one of discretion and judgment of the trus- 
tee, the exercise of which cannot be insured 
against. In making investments the _ fidu- 
ciary is bound to use the highest degree of 
good faith and the discretion of a reason- 
ably prudent man in seeking to obtain the 
highest income return which is consistent 
with the safety of the principal. If he does 
so, ordinarily he is excused from liability 
for loss. Furthermore, the trustee may, of 
course, consult the court for instructions con- 
cerning his investments. 


Retention of Non-legal Securities 


The matter, however, of the retention of 
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non-legal securities should claim attention in 
view of the difficulties which beset the trus- 
tee. There is provisions in Section 105 of 
the California Bank Act allowing such re- 
tention. The purpose of the section doubt- 
less is to protect the fiduciary by giving it 
the advantage of a precise standing rule in- 
dicating particular securities which it is safe 
to retain. But one is led to ask, in view of 
a recent decision in New York State, whether 
or not the protection thus presumably af- 
forded by the statute is adequate in all 
instances. 

Although the case is not precisely analo- 
gous, | may refer to the important decision 
of Surrogate’s Court of Westchester County, 
New York, in the case of Jn Re Clark’s Will, 
to be found in 242 N. Y. S. 210, 136 Misc. 
Rep. 8S1l. It appeared there that the trustee 
had continued to hold certain Cuban sugar 
securities for a period of seven years, during 
which time, due to world conditions, the se- 
curities declined greatly in value with at- 
tendant loss to the beneficiaries. The court 
held that the trustee under the will was re- 
sponsible for losses through the shrinkage in 
the value of the “speculative,” as the court 
termed them, securities constituting a large 
portion of the trust estate, even though the 
will contained a provision specifically autho- 
rizing the retention of such securities, and 
exempting the trustee from personal liability 
in so doing. 


The Clark Case 


The court held the trustee responsible for 
the shrinkage and surcharged its account, 
disposing of the yarious reasons advanced by 
the trustee in its defense by pointing out 
that its decree did not absolve the trustee 
for its future conduct with respect to the 
stocks which it authorized, but not 
bound to retain; that at no time during the 
period of seven years did the trust company 
approach the court seeking advice or guid- 
ance with regard to the retention of the 
stocks; that the advice of counsel did not 
relieve the trust company from the duty of 
active vigilance; that the trust company 
could not responsibility because it 
acted in pursuance of the judgment and ad- 
vice of those expert in its management, and 
that the question of good faith was not 
involved, it being admitted that the trustee 
acted fairly, but good faith not being any 
defense. 


was 


escape 


Certainly, it can be argued that since a 
trustee must dispose of a proper investment, 
which later becomes improper, i.e., depre- 
ciates in value, or becomes speculative, so 


(Continued on page 846) 
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OREGON BLAZES NEW TRAILS IN CONSTRUCTIVE TRUST 
LEGISLATION 


STATUTORY SOLUTION OF PROBLEMS RELATING TO PROTECTION OF TITLE, 
TRUSTEE-SUCCESSION, INHERITANCE TAX EXEMPTION AND DIVISION 
OF PRINCIPAL AND INCOME 


A. L. GRUTZE 
Vice-president and Trust Officer, Title and Trust Company, Portland, Oregon 








(Epitor’s Note: The trust officers of the State of Oregon set a refreshing example 
of cooperative action in modernizing the laws of that state governing trust administra- 


tion and in securing statutory solution of some of the most 


vital problems relating 


to trust business. Particularly noteworthy is the fact that Oregon is the first state to 
enact the provisions of the Uniform Principal anl Income Act which legally define 
division of principal and income in trust estates and as related especially to dividends. 
Mr. Grutze, who reviewed the legislation secured at the recent legislative session, and of 
interest to trust companies, is deserving of credit for his initiative in securing passage 
of the Principal and Income Act provisions and of other desirable amendments. ) 


YNSIDERABLE legislation of interest 

to trust companies governing fiduci- 

ary relations was adopted in the 1931 
session of the Oregon State Legislature 
which new legislation becomes operative as 
of June 6th, 1931. Most of this legislation 
was accomplished by way of amendments to 
present statutes and some was by entirely 
new laws. Measures adverse to the busi- 
ness of corporate fiduciors and including an 
anti-solicitation bill were successfully de- 
feated. 


Supervision of Trust Companies 

An amendment was made to the Oregon 
Banking code providing that all trust com- 
panies must transact their business accord- 
ing to the provisions of the bank act and 
the Superintendent of Banks or his deputy 
examiner shall have the authority to ex- 
amine trust companies and brings under the 
banking department trust companies organ- 
ized prior to June 3, 1913. Prior to 1907, 
trust companies were not required to make 
any deposit with the banking department 
to conduct a trust business and could be 
organized and operated as private corpora- 
tions without any state supervision. In the 
1913 legislature an amendment was made 
to the code which required all trust com- 
panies to make a deposit with the state 
authorities if they used the word “trust” 
in their corporate name. Action was brought 
by two companies organized prior to 1907 
in Portland against the Superintendent of 
Banks which actions were appealed to the 
Supreme Court, which in short decided that 


it was an unreasonable exercise of police 
power to compel these companies to abandon 
the word “trust ” upon which their commer- 
cial standing and credit had been established 
through a long course of years and for the 
same reason attempt to force them out of 
business unless they multiplied their capital 
ten fold. 

It was considered that the original chart- 
ers issued to these companies were contracts 
with the state and the state could not force 
a change in these charters (see Pacific Title 
and Trust Company vs. Sargent, 144 Pacific 
452). The question has since been up in 
nearly every legislature either by amend- 
ments actually introduced in the legislature 
or proposed. The amendment adopted this 
year does not require that a deposit be 
made with the banking department but it 
does bring all trust companies under examin- 
ation and supervision of the banking depart- 
ment and the fees for examination are to 
be the same as if the the company had made 
its deposit. The best legal authorities in 
the state are of one mind in that this is a 
rational exercise of police powers. There 
are only a few trust companies affected and 
only two or three do any trust business. 


Protecting the Trust Title 

Like most states, Oregon adopted legisla- 
tion several years ago prohibiting the use 
of the words “trust,” “trustee,” or “trust 
company” excepting that such companies 
using those words in their corporate name 
should qualify as trust companies. To the 
words prohibited has been added the word 
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“trusteed”’. ‘There has been organized in 
at least one other state and probably others, 
companies using the word “trusteed’’ which 
companies were not organized to operate as 
trust companies but for the purpose of sell- 
ing securities. The use of this word is con- 
fusing to many of the public and therefore 
to protect the standing and good will of those 
companies actually operating as trust com- 
panies the amendment was proposed and 
adopted. 


Increase of Capital Requirements 

Under the present law the minimum re- 
quirements for paid-in cash capital to or- 
ganize a trust company or bank, whether or 
not it contemplates doing a trust business, 
is $25,000 in communities having a popula- 
tion of 3,000 or less, $50,000 where the popu- 
lation is over 3,000 and not more than 25,- 


000 inhabitants, $100,000 where the popu- 
tion is between 25,000 and 50,000 inhabi- 


tants, with a maximum of $200,000 required 
in communities having a population which 
exceeds 50,000 inhabitants. In the present 
laws there is no specific provision as to any 
special requirement of paid-in cash capital 
where the trust company or bank is granted 
authority to do a trust business. The code 
was therefore amended to provide that in 
communities having a population of 3,000 
inhabitants or less there shall be a paid-in 
eash capital of $50,000 and in all commun- 
ities having a population of more than 3,000 
inhabitants a minimum of $100,000 before 
authority to do a trust business is granted. 
This only affects trust companies organized 
on and after June 6, 1931. The effect of 
this amendment will be to restrict the or- 
ganization of trust companies and banks 
doing trust business in small communities 
and affords a greater protection to the busi- 


ness. 


Branch Title Departments 

Oregon does not permit of branch bank- 
ing or branch trust departments. However. 
an amendment was made in the code which 
permits trust companies possessing the pow- 
er to examine titles to real estate, furnish 
information in relation thereto and to guar- 
antee or insure titles to real estate shall 
have the power to maintain branches and 
the establishment of additional branches for 
such purposes provided the trust company 
shall not do any banking or trust business 
in any branch. This amendment permits 
title and trust companies to maintain 
branches not only in the county in which 
its main office is located but also in such 
other counties in the state as it may desire 
to extend its operations. 
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Wider Latitude for Trust Investments 
Heretofore investments of trust funds by 
trust companies have been restricted shortly 
to United States Government bonds or other 
obligations or those for which the faith of 
the United States is pledged for the payment 


of principal and interest; in bonds of the 
State of Oregon or any county, incorporated 
city, town or school district in the state, 
or in bonds of any other state, county, city, 
town or school district in the United States 
of America with certain restrictions as to 
population; in notes; bonds or mortgages 
secured by first lien upon improved real 
estate in Oregon, Washington, California, or 
Idaho where such obligations do not exceed 
50 per cent of the value of the real estate. 

Legal trust investments are expanded un- 
der an amendment adopted to include in ad- 
dition to those already authorized (a) bonds 
listed on the New York Stock Exchange of 
any railway, telegraph, telephone, electric 
light, power or water corporation provided 
there has been no default of either prin- 
cipal or interest on any of the obligations of 
the issuing corporation within five years 
previous to making such investment, and (b) 
in bonds of the Kingdom of Great Britain 
and the Dominion of Canada or any province 
thereof provided such bonds shall be payable 
in United States dollars and that there has 
been no default of any of the obligations of 
the issuing source within five years previous 
to making such investments. The law has 
not been changed as permitting investments 
in evidences of indebtedness or property as 
may be agreed upon by the trust company 
and the trustor or as may be 
by the court in connection with 
trust. 


designated 
any court 


Authority to Issue Split Trust Certificates 

Under the new law in Oregon trust com- 
panies are given authority to issue split trust 
certificates to its trust on any investments 
that the trust company may own, as the 
amendment provides it “may apportion any 
part interest therein to any of its trusts or 
may repurchase any such apportionment in- 
dividually or in any fiduciary capacity and 
the records of the trust company shall at 
all times show every such part interest. Any 
such part interest must at all times remain 
proportionately equal in lien to any other 
interest therein.” This provision will take 
care of the comparatively small balances in 
trust accounts requiring investment as the 
trust company can issue participating certi- 
ficates either in bonds or mortgages but the 
main advantage is that it permits the split- 
ting up of large mortgages to various trusts. 
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IN SAN FRANCISCO 


A further amendment was made to over- 
come a recent decision in one of the eastern 
states which held the trust company liable 
for the continuation of investments coming 
into its hands as trustee, this amendment 
reading as follows: “Any trust company may 
continue as investments in any trust and 
without any liability on the trustee, the se- 
curities or property in which the trust fund 
is invested at the time of its receipt by the 
trustee’. The experience during the past 
two years had been such that a trustee should 
not be held liable for losses in continuing 
investments coming into its hands and which 
it has not selected. 


Conversion, Consolidation, Merger and 
Absorption of Trust Departments 

Several amendments were made to the 
banking code to protect the continuation of 
trust departments with the result that a 
national bank can be converted into a state 
bank, a state bank into a national bank, a 
trust company in process of liquidation may 
sell or transfer its trust department, a state 
bank can be consolidated into a national 
bank or a national bank be consolidated into 
a state bank, or a trust department be sold 
to another bank or trust company, and the 
administration of the trusts be continued 
by the new or successor bank or trust com- 
pany. The purpose of these amendments 
was to overcome conditions raised in the 
Worcester, Massachusetts, bank case which 
is known to most trust officers. A simple 
method is provided for the continuation of 
the trust business in that the superintendent 
of banks, when satisfied that the conversion, 
consolidation, sale or merger is completed, 
issues to the successor corporation a certifi- 
eate to the effect that the conversion, con- 
solidation, sale or merger has taken place 
and is effective which certificate may be 
filed for record and be recorded in the re- 
cords of deeds of any county in the state and 


Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 





shall be prima facie evidence that the ab- 
sorption is effective. 
Further provision is made that the suc- 


cessor or purchasing corporation shall suc- 
ceed to and be entitled to take and execute 
and receive the appointment of all 
torships, trusteeships, 


execu- 
guardianships and 
other fiduciary capacities in which the for- 
mer or selling corporation may be then or 
thereafter named in wills theretofore or 
thereafter probated or any other instru- 
ments and that such sale, conversion or con- 
solidation shall not effect a renunciation or 
revocation of any letters of administration 
or letters testamentary or of guardianship or 
any other relationship. 

To go a step further amendments were 
made to the Oregon probate code providing 
that the court shall name the successor bank 
and 


trust company executor where it has 
purchased or had consolidated or merged 


with it the bank or trust company named 
in the original will and the successor cor- 
poration is also to complete the administra- 
tion of any estates under administration by 
the bank or trust company purchased, con- 
verted or absorbed by the successor corpo- 
ration. These amendments are of far more 
value than appear at first thought. They 
not only provide methods of actually consoli- 
dating trust departments but they also pro- 
tect the value of the trust business developed 
by the institution absorbed. Many banks and 
trust companies have spent considerable 
money in the way of advertising campaigns 
and other methods of developing trust busi- 
ness which business is practically all saved 
to the successor institution. 


Life Insurance Inheritance Tax Exemption 
There has been a question in Oregon as to 
whether or not life insurance payable through 
a trustee was subject to inheritance tax. 
The question has never been brought up in 
our courts. With the theory recently pro- 
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pounded that life insurance, where the in- 
sured reserved the right to change the bene- 
ficiary, is subject to inheritance taxes on the 
eash value of the policies as at the date of 
the death, it was deemed advisable to have 
the question settled. A measure was there- 
fore introduced and adopted which provides 
that life insurance shall be exempted from 
inheritance taxation on policies and con- 
tracts of life insurance taken out at any 
time by the decedent upon his or her own 
life and payable to a beneficiary or benefici- 
aries other than the estate or executor or 
administrator of the estate of the deceased 
insured, whether payable directly or to and 
through a trustee immediately or at future 
dates; but such exemption shall not include 
any investment policy issued by a life in- 
surance company which does not include in 
the policy the element of life insurance. 

This settles at least for the time being 
the question of inheritance taxes on life in- 
surance. It will be noted that there is ex- 
cepted from the exemption investment con- 
tracts or policies not containing the elements 
of life insurance. This exception was made 
on account of the so-called policies being 
issued in large amounts on payment of single 
premiums, if they might be called premiums, 
and under these contracts or policies the 
insured receives the income for life and 
upon his death the amount of the so-called 
insurance is paid either in single cash set- 
tlements or on the deferred payment plan 
to named beneficiaries. Such contracts or 
policies are really not policies of life insur- 
ance but are in fact trusts and therefore 
were excepted from the exemption for in- 
heritance taxes. 


Uniform Principal and Income Act 

The trust officers of Oregon are proud of 
the fact that the so-called Uniform Principal 
and Income Act was introduced in Oregon 
the first of any state in the Union and was 
adopted and approved, becoming the law of 
the state on June 6th. This legislation 
originated with the National Conference of 
Uniform Laws and has been the subject of a 
special committee of that conference for 
several years. The last revision of the act 
was compiled by Chas. Clarke, Dean of Yale 
University of Law. 

So much has been said and written about 
the division of principal and income that it 
is superfluous to go into the details to any 
great extent in a paper. However, the act 
shortly defines the terms “principal,” “in- 
come”, “tenant”, “remainderman” and “trus- 
tee’, and then proceeds with the division 
and disposition of both principal and in- 
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come. Dividends on shares of a corporation 
which form a part of the principal and are 
payable in the shares of the corporation 
shall be deemed principal but all dividends 
payable otherwise than in the shares of the 
corporation itself, including ordinary and ex- 
traordinary dividends, and dividends payable 
in shares or other securities or obligations 
of corporations other than the declaring cor- 
poration shall be deemed income. Where the 
trustee has the option of receiving a divi- 
dend either in cash or in shares of the de- 
claring corporation it shall be considered 
as cash and deemed income. On subscrip- 
tion rights to shares or other securities of a 
corporation accruing on account of the own- 
ership of shares or other securities of the 
corporation and the proceeds of any sale of 
such rights shall be deemed principal but 
subscription rights to shares or other se- 
curities of a subsidiary corporation shall be 
deemed income. 

Where a corporation is liquidated the 
anyounts paid upon corporation shares as 
sash dividends declared before such liqui 
dation occurred or as arrears of the pre- 
ferred or guaranteed dividends shall be 
deemed income and all other amounts paid 
shall be deemed principal. All disbursements 
of the corporation assets to stockholders and 
designated by the corporation as a return 
of capital or division of the corporation 
property shall be deemed principal. 


When Trustee Is Authorized to Continue 
Business 

Whenever the trustee or tenant is author- 
ized to use part of the principal in the con- 
tinuance of a business which the creator 
of the principal had been carrying on, the 
net profits of such business shall be deemed 
income. Where a business consists of buying 
and selling property, the net profits for any 
period shall ‘be ascertained by deducting 
from the gross returns during and the in- 
ventory value of the property at the end of 
such period, the expenses during and the 
inventory value of the property at the begin- 
ning of such period. Where the business 
does not consist of buying and selling prop- 
erty the net income shall be computed in 
accordance with the customary ‘practice of 
such business but not in such way as to 
decrease the principal. Any increase in 
the value of such business shall be deemed 
principal and all losses after the income 
from such business has been exhausted shall 
fall upon principal. Provision is made for 
ascertaining what is principal and what is 
income in operating even a live stock farm. 

Where any part of the principal in the 
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hands of the trustee consists of realty or 
personalty which for more than a year and 
until disposed of has not produced an aver- 
age net income of at least one per cent per 
annum of its value at the time it first be- 
came a part of the principal and the trustee 
is under duty to change the form of invest- 
ment without making a sacrifice of the value 
and the change is delayed, but is made be- 
fore final distribution of the principal, then 
the tenant shall be entitled to share in the 
net proceeds received from the property as 
delayed income to the extent that such in- 
come shall be the difference between the net 
proceeds received from the property and the 
amount which had it been placed at simple 
interest at 6 per cent per annum for the pe- 
riod during which the change was delayed 
would have produced the net proceeds at the 
time of the change, but in no event shall 
such income be more than the amount by 
which the net proceeds exceed the value of 
the property at the time it became a part 
of the principal. The expenses incurred in 
disposing of the property and carrying 
charges paid out of the principal during the 
period the property has been unproductive 
shall be deducted from the gross proceeds 
from the sale of the property before figur- 
ing the income. If, however, the tenant has 
received any income from the property or 
has had any beneficial use thereof during 
the period while the change has been de- 
layed his income shall be reduced in the 
final settlement by the amount of such in- 
come received by him and the value of the 
use he has had. In the case of successive 
tenants delayed income shall be divided 
among them or their representative accord- 


SAMUEL M.SHOEMAKER JOHN J. NELLIGAN 


J. EDWARD JOHNSTON 
HOWARD BRUCE 
MORRIS WHITRIDGE 


JOSEPH B. KIRBY 
ROBERT GARRETT 


ing to the duration for which each was en- 
titled to income. 
Amortization 

A life tenant is entitled to amortize the 
cost of any capital improvements for which 
he might have advanced funds, the payments 
to be made from income as received by the 
trustee. This is to cover such cases where 


there may not be funds in the trust to make 


or pay for capital improvements, but this 
shall not apply where a tenant or remainder- 
man has incurred an expense for the benefit 
of his own estate and without the consent 
or the agreement of the other. 

Provision is made for settlement ‘between 
the estate of a life tenant and the remainder- 
man upon the death of the life tenant. The 
estate or personal representative of the life 
tenant shall receive settlement of income on 
the basis of the paid and accrued income 
from the trust as at the date of the death 
but such payment shall not be made until 
the next distribution of income is paid fol- 
lowing the death of the life tenant. In Ore- 
gon we have no decisions on this question of 
settlement between the life tenant and re- 
mainderman and it is a moot question in 
most states. 

Under this act premiums and discounts on 
bonds or other securities shall not 'be amor- 
tized but are entirely eliminated. This is at 
variance with the two California decisions 
in the matter of the Estate of Abraham 
Gartenlaub, where it will be remembered the 
California Supreme Court held that pre- 
miums on securities shall be amortized 
against the life tenant but discounts on se- 
curities are an accretion to principal. To 

(Continued on page 850) 
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TRIBUTE TO THE CHARACTER, THE CAREER AND THE ACHIEVE- 
MENTS OF COL. FRANCIS HENRY FRIES 


A Tower of Strength in Trust Company Circles 





Colonel Francis Henry Fries, founder and 
president of the Wachovia Bank & Trust 
Company of Winston-Salem, N. C., a former 
president of the Trust Company Division of 
the American Bankers Association and one 
of the most highly regarded members of the 


American trust company fraternity, passed 
away June Sth at his home in Winston- 
Salem after a short illness of two weeks. 


His death brings deep sorrow to associates 
and the great number of trust company men 
throughout the nation who looked upon him 
as a mentor and one of the foremost defen- 
ders of the ideals of trust service. To those 
who met Col. Fries at the last annual Mid- 
Winter Trust Conference in New York, in 
February, apparently hale and hearty despite 
his advanced years, the announcement of his 
passing comes as a shock. 

Only those who have been associated with 
Col. Fries and have come into frequent con- 
tact with him at trust councils can appre- 
ciate the noble qualities of heart and mind 
which characterized his entire career. His 
ancestral background, early training and in- 
born spirit of devotion and service to his 
fellowmen attracted him to trust company 
work as a vehicle through which to express 
himself in terms of constant helpfulness. 
Whenever he arose to speak at trust con- 
there was an accent of sincerity, 
conviction and mellowed experience in what 
he said which lifted discussions to loftier 
planes. Through the institution which he 
founded and has continued to direct since 
1893 he set an example of administration 
which is deserving of study and emulation 
generally. The scope of his influence and ac- 
tivities, however, extended far beyond the 
trust company with which he was actively 
associated. As a member of the so-called 
“Old Guard” in the trust company fraternity 
he gave freely of his time, his energies and 
judgment in furtherance of constructive 
measures for the good of the trust company 
movement in general. 

Col. Fries’ career may be generally di- 
vided into three phrases: as a manufacturer, 
a railroad builder and during the last thirty- 
eight years in the trust company field. His 


ferences 





Cot. FRANCIS HENRY FRIES 


Moravian ancestry left an imprint of intel- 
lectual and spiritual values upon his char. 
acter which impressed everyone who came 
in contact with him. He was born in Salem, 
N. C., February 1, 1855 and came from the 
rugged stock of the Moravian Brethren who 
first settled in North Carolina in 1753 on a 
tract of land called Wachovia after the name 
of an estate in southern Austria where the 
followers of the martyred Huss found sanc- 
tuary who came to this country to escape 
persecution and seek religious freedom. Col. 
Fries’ father was also born in Salem in 1812 
and intended for the ministry, but became 
identified with the operation of cotton mills. 

The boyhood of Col. Fries was. spent 
amidst the ravages of the Civil War and the 
Reconstruction period. Little was left of the 
Fries’ estate save a small mill which was 
operated night and day in weaving the fa- 
miliar gray cloth used by the Confederate 
Army. Col. Fries received his education in 
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Davidson College, Charlotte, where Wood- 
row Wilson studied for a period, and from 
which he received the degree of Doctor of 
Science. After graduation Col. Fries became 
executive and later president of a number 
of cotton mills. In 1887 began the second 
phase of his career when he became presi- 
dent and was chiefly instrumental in the 
construction of the Roanoke and Southern 
Railroad. In connection with the financing 
of the road Col. Fries was brought into close 
connection with the Mercantile Trust & De- 
posit Company of Baltimore and from such 
contact was aroused an interest in trust 
company service. 

In 1891 a charter was obtained for the 
organization of the Wachovia Loan & Trust 
Company. The company opened for business 
in 1893 with Col. Fries as president. At that 
time trust companies were practically un- 
known in North Carolina and for that mat- 
ter throughout most of the South. In later 
years the Wachovia was to become the 
largest trust company in the South between 
Baltimore and New Orleans and in 1920 held 
18 per cent of the total resources of North 
Carolina state banks and trust companies. 
Col. Fries devoted himself to the develop- 
ment of trust service while his nephew and 
associate, Henry Fries Shaffner attended to 
administrative and banking duties. In 1904 
Col. Fries emerged into national prominence 
when he delivered an address on “Conserva- 
tism” in New York before the annual meet- 
ing of the Trust Company Section, A. B. A., 
which has remained during the intervening 
years as a classic in trust literature. In 
the same year Col. Fries was elected presi- 
dent of the North Carolina Bankers 
ciation. 


ASSO- 


In 1911 the Wachovia Loan & Trust Com- 
pany absorbed the Wachovia National Bank 
which was organized in 1879 and brought 
Col. Fries one of his most valued associa- 
tions in the person of James A. Gray who 
was president of the national bank at the 
time of merger. The branch banking policy 
which has made the Wachovia a statewide 
institution was inaugurated in 1903 when 
branches were established in Asheville, Sal- 
isbury, High Point and in 1922 another 
branch was opened in Raleigh. The growth 
of the Wachovia was remarkable and the 
great volume of trust business committed to 
the care of the company is a tribute to 
the persevering endeavors and the splendid 
quality of service developed under the direc- 
tion of Col. Fries. 

Col. Fries was elected president of the 
Trust Company Section, A. B. A. in 1912 
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and was one of the most loyal and active 
members of that organization. Although suf- 
fering severe illness some years ago he be- 
came fully restored in health and seemingly 
had a new lease of life. He was most con- 
stant in his attendance at Trust Section 
gatherings and participated in discussions. 
He was also a frequent contributor to Trust 
COMPANIES Magazine as its subscribers may 
affirm. Perhaps no other trust company man 
had so many affectionate friends in trust 


company circles because of his charm of per- 
sonality as a “true Southern gentleman.” His 
death means a loss which cannot be repaired 
but his memory and the influence he exer- 
cised will remain for many years to come. 


THOMAS J. KAVANAUGH 

The Mississippi Valley Trust Company of 
St. Louis sustained the loss of one of the 
most valuable and faithful members of its 
official family through the recent death of 
Thomas J. Kavanaugh, a vice-president. His 
genial presence brought to him the affee- 
tionate regard of associates and to thousands 
of the patrons of the company “Tom” Kav- 
anaugh will be fondly remembered because 
of his friendly willingness and sound coun- 
sel at all times. As an authority on bank- 
ing credits his advice and judgment were 
sought by clients of the company as well as 
business men generally. 

Mr. Kavanaugh was born in Ireland, and 
came to this country at the age of nineteen. 
Following his arrival in St. Louis, he became 
a student at the City College of Law and 
Finance. For nine years he was credit man- 
ager of the Paddock-Hawley Iron Company 
of St. Louis, giving him actual experience 
which was invaluable when he became asso- 
ciated with the Mississippi Valley Trust Com- 
pany. His earlier years with the company 
were devoted to serving as secretary to the 
chairman of the board and to the president. 
In 1911, Mr. Kavanaugh organized the credit 
department which he directed for nine years. 
He was elected vice-president in 1920, one 
year after having been placed in charge of 
the new business department. He taught 
banking credits at the School of Commerce 
and Finance at the St. Louis University, and 
was a director in a number of business enter- 
prises. Mr. Kavanaugh was author of the 
book “Bank Credit Methods and Practice” 
which is one of the standard volumes on 
that subject. He was a frequent contributor 
to this and other financial publications on 
banking and credit subjects. 
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ASA S. WING 

Asa S. Wing, president of the Provident 
Mutual Life Insurance Company of Phila- 
delphia, who died peacefully June 5th in his 
old ancestral home at Sandwich, Mass., was 
one of the most virile and influential figures 
of the past half century in both life insur- 
ance and trust company circles of Philadel- 
phia. Although more immediately identified 
with life insurance business in later years, 
the most active and greatest part of his 
career was devoted to many years of service 
as actuary and later as president of the 
Provident Life & Trust Company before that 
organization was separated in 1922, with life 
insurance functions continued by the Provi- 
dent Mutual Life and the trust business as- 
sumed by the Provident Trust Company. 

Mr. Wing 
school of 
ment 


represented the old pioneer 
American trust company develop- 
when life insurance and trust service 
were closely allied, which characterized the 
earliest phase of corporate fiduciary activi- 
ties in Philadelphia. His character and his 
career bore the strong marks of strict 
Quaker training and associations. As vice- 
president of the Provident Life & Trust Com- 
pany from 1881 and succeeding the late Sam- 
uel R. Shipley as president in 1906, Mr. Wing 
carried on many of those traditions which 
were characteristic of the company which 
had its origin among the group of Philadel- 
phia members of the Society of Friends who 
‘ame together in 1865 and incorporated the 
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old Provident eighteen days before the sur- 
render of Lee at Appomattox. 

The memory of Mr. Wing will be cher- 
ished as a member of that group of Philadel- 
phians who, before and after the Civil War, 
gave accent to that high sense of fiduciary 
responsibility which has given to Philadel- 
phia the distinction of being called “the 
cradle of the American trust company move- 
ment.” Mr. Wing continued in his private 
as well as his business life to adhere to that 
strong sense of integrity and those ‘careful 
habits’ which distinguished the members of 
the Society of Friends and among whom 
President Hoover is today a faithful ad- 
herent. The high esteem in which Mr. Wing 
was held was expressed recently when trib- 
ute was paid to him on the 64th anniversary 
of his connection with the Provident. 

Mr. Wing was born eighty-one years ago 
in the old family home in Sandwich where 
he died. He came to Philadelphia at the 
age of seventeen in response to a _ letter 
from President Shipley of the Provident Life 
& Trust Company, two years after the or- 
ganization of the company in 1867 to take 
the job of office boy at $300 per annum. His 
diligence and ability soon won promotion. He 
became assistant actuary and then actuary, 
an office which embraced computation of pre- 
miums, dividends, valuing policies, passing 
on assignments and claims and accounting 
duties. In 1881 he was elected vice-presi- 
dent, retaining the office also of actuary. In 
1906, when the first and only president of 
the Provident up to that time, declined re- 
election, Mr. Wing was elected to that office 
and continued in that office with the Provi- 
dent Mutual Life Insurance Company, fol- 
lowing the segregation of life insurance and 
trust business in 1922. 

Mr. Wing also continued to retain his ac- 
tive interest in the Provident Trust Company 
as a director, giving to the trust company 
the benefit of his counsel and experience. 
He was also a director of the Philadelphia 
National Bank, the Frankford and South- 
wark Bank, a charter member of the Ac- 
tuarial Society of America, member of the 
Association of Life Insurance Presidents, of 
the French Institute of Actuaries, member in 
Historical Society of Pennsylvania, trustee 
and treasurer of Bryn Mawr College and as- 
sociated with a number of philanthropic or- 
ganizations. For many years he was chair- 
man of Haverford College. 


William E. Holloway, founder and former 
president of the Montgomery Bank & Trust 
Co. of Alabama, died recently in New York. 





LEVI L. RUE 


The death of Levi L. Rue, for many years 
president and later chairman of the board 
of the Philadelphia National Bank, removes 
another of that stalwart group of bankers to 
whom associates and others looked for poise 
and calm judgment in times of national and 
local crises. His career was typical of tht 
of Americans who have risen from humble 
place to offices of great responsibility and 
distinguished service. In Philadelphia bank- 
ing and financial circles he commanded that 
affectionate esteem and influence which are 
born of true leadership and unsparing de- 
votion to civic and community interests. He 
helped to lay the foundations for what was 
to become the largest commercial bank in 
Philadelphia and Pennsylvania. He was 
among the foremost of Philadelphia bankers 
in aligning Philadelphia’s prestige toward 
constructive national and local banking and 
monetary policies. 

Mr. Rue was born in 1860 in the Ritten- 
house Square district of Philadelphia, where 
he also received his preliminary education 
and comes from distinguished French and 
American Revolutionary ancestry. As a lad 
of 17 he approached Benjamin B. Comegys, 
president of the old Philadelphia National 
Bank, for a job. He was told that there 
Was no yacancy except for a shorthand ste- 
nographer. Young Rue immediately applied 


himself to the study of shorthand and nine 
months later came back and was employed 
on the strength of his ability to ‘‘write faster 
than officers could dictate.’ His initial sal- 
ary was $300 a year. He advanced through 
the round of teller cages and was assistant 
cashier during the panic year of 1893 when 
opportunity was given him to demonstrate 
executive abilities in handling important re- 
sponsibilities while the cashier was absent, 
the vice-president and president ill. 

In 1894 Mr. Rue was made cashier, in 
1900 elected vice-president and in 1907 suc- 
ceeded N. Parker Shortridge as president. 
In the same year that Mr. Rue assumed the 
presidency the financial panic hit the coun- 
try and he again brought to bear those quali- 
ties of leadership which made him a national 
figure in important banking councils and leg- 
islative activities. When the Federal Reserve 
System was launched in 1914 Mr. Rue was 
enlisted as vice-president of the Federal Ad- 
visory Council, becoming president of the 
Council in 1921 and resigning three years 
later. During the World War he was mem- 
ber of the executive committee in conduct- 
ing all Liberty Loan drives and 
other militant bodies. 


active in 


Mr. Rue was retired from active banking 
at the time of his death, having resigned the 
chairmanship of the Philadelphia National 
Bank on July 14, 1930 on his seventieth 
birthday anniversary and after fifty-two 
years of service with that banking institu- 
tion, continuing, however, as a director of 
the bank. In 1926 the Girard National Bank 
Was merged with the Philadelphia National 
and Mr. Rue was succeeded by Joseph 
Wayne, Jr., and elected chairman of the 
board of the consolidated bank. He retained 
that office when two years later the Frank- 
lin Fourth Street National Bank was incor- 
porated in the Philadelphia National organi- 
zation. 


Mr. Rue was among those Philadelphia 


banking leaders who believed in keeping 
commercial banking and trust functions in 
separate institutions and which has_ been 
such an important factor in preserving mu- 
tually satisfactory relations in banking and 
trust company development in Philadelphia. 
He was, however, keenly interested in trust 
service aS shown by his active associations 
as director with the Fidelity Philadelphia 
Trust Company and the Provident Trust 
Company. He was a former president and 
among the most active figures in the Phila- 
delphia Clearing House Association. He was 
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also a director in the Western Savings Fund. 
the Provident Mutual Life Insurance 
pany, Pennsylvania Railroad and in other 
corporations. He gave generously of his 
means and time to philanthropic, educational 
and religious activities. He was one of the 
seven trustees named in the will of Rodman 
Wanamaker to administer the Wanamaker 
stores and estate. He is survived by three 
children, one of whom is Francis J. Rue, 
vice-president of the bank which his father 
guided for many years. 


Com- 


J. WHITALL NICHOLSON 


J. Whitall Nicholson, one of the oldest di- 
rectors of the Provident Trust Company and 
of the Provident Mutual Life Insurance 
Company of Philadelphia, died recently at 
his home in Moorestown, N. J. He became 
a director of the Provident Life & Trust 
Company in 1912 and was also for many 
years a director of the Burlington County 
Trust Company of New Jersey. Mr. Nichol- 





son was a member of the Society of Friends 
and graduated from Haverford College in 
1876. He was a member of the firm and 
vice-president for many years of the glass 
manufacturing establishment of Whitall, Ta- 
tum & Company. 


PROFITABLE TRUST DEPARTMENTS IN 
SMALLER CITIES 

The Purse Company, known for many 
years for the high quality of its publicity 
and educational literature on trust service, 
has put out in neat pamphlet form the force- 
ful address delivered at the Washington- 
Oregon Trust Conference on “The Develop- 
ment of Profitable Trust Departments in 
Smaller Cities,” delivered by Paul S. Chal- 
fant, who represents the Purse Company on 
the Pacific Coast, with headquarters in Los 
Angeles. The address includes a highly in- 
teresting series of exhibits included in the 
presentation of the address, giving compari- 
son of earnings and classification of trust 
departments in various sized cities. 
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ABRAHAM ROBERTS MARRIOTT Title Company of Wheaton and the Allman 
Gary Title Company of Gary, Ind. He had 
been for twenty-five years a member of the 
executive committee of the Illinois Abstrac- 
tors’ Association. 


One of the foremost authorities in the 
country on title and trust administration 
passed away with the death of A. R. Mar- 
riott, president of the Chicago Title & Trust 
Company. He died at his home in Oak Park 
and was within a few days of celebrating 
his seventy-first birthday anniversary. Mr. 
Marriott was associated with the Chicago 
Title & Trust Company during his entire 
business career. 

Mr. Marriott was born in DuPage County, 
Illinois, in 1860, and became identified with 
the title and abstract business in 1875. Early 
in his career he became associated with the 
Chicago Title & Trust Company which de- 
veloped from the abstract business conduct- 
ed by Rees and Rucker since 1847 when Chi- 
cago was yet in its infancy as a frontier 
town. Under various succeeding co-purt- 
nerships a large title business was built up 
until in 1901 a merger took place of all the 
title companies then in existence in Cook 
County which was consolidated in the Chi- 
cago Title & Trust Company. In the same 
year Mr. Marriott became vice-president of 
the company and in November 1929 he was 
elected president, succeeding Harrison B. Ri- 
ley, who became chairman of the board. 

Ir. Marriott was president of the DuPage 


A. R. MARRIOTT 
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ACTIVITIES AND PROGRESS OF THE HAWAIIAN TRUST COMPANY, LTD. 


As the organization which first raised 
the banner of “trust service” in Hawaii, the 
Hawaiian Trust Company Limited of Hon- 
olulu has “carried on’ with notable success 
since 1898S and now administers property 
and appointments of a fiduciary nature ag- 
gregating $76,219,000. Throughout its ¢a- 
reer the helm has been held steadily by J. R. 
Galt, the president in association with E. D. 
Tenney, chairman of the board. And during 
those thirty or more years the Hawaiian 
Trust Company has exercised a potent in- 
fluence in advancing the financial, commer- 
cial and productive interests of Hawaii. 

The annual report of the company for the 
past calendar year, submitted by President 
Galt, contains a very comprehensive survey 
of the operations of the organization. 

Net profits for the year, after taxes and de- 
preciation, amounted to $221,572, represent- 
ing 12.67 per cent on outstanding capital 
stock of $1,750,000 and 6.15 per cent on in- 
vested capital of $3,600,799. Out 
profits was paid dividends of 12 per cent 
amounting to $210,000, leaving balance of 
$11.572 to be transferred to surplus. Prin- 
cipal receipts were $240,953, commission on 


of these 


trust accounts and $228,522 interest on notes, 


bonds and drafts. 
were $279,975 of 


share of 


Expenses for salaries 
which $28,064 represents 
profits paid to employees of the 
company, an increase of $25,ST2 over the 
previous year. Stockholders number 233 and 
personnel 66. 

The Hawaiian 
its business to trust and similar responsi- 
bilities. The value of trust estates and 
guardianship accounts at close of last year 
amounted to $17,449.346, with value of pro- 
bate estates $1,084,560. During last year 
twenty-eight new estates were taken over 
with appraised value of $812.259 and seven- 
teen old estates were distributed aggregating 
in value $272,300. Other figures dealing with 
activities of the past year show most grati- 
fying gains in volume of trust and estate 
accounts. During last year a total of 57 life 
insurance trusts were deposited and ap- 
proximately 3800 new wills with aggregate 
value involved of many millions. 

Net profits of the Safe Deposit Department 
was $2,170,000, a substantial increase over 
1929. <A total of 126 transactions were ne- 
gotiated in the real estate department in- 
volving $1,417,795 and showing profit as 
compared with a loss the previous year. 
Rental collections amounted to $965,346 and 


Trust Company confines 


425 property tax returns were made involv- 
ing property total of $14,813,000. Life in- 
surance department premium collections 
amounted to $659,786 with earnings of this 
department 25 per cent above 1929. Net 
commissions from stock and bond depart- 
ment amounted to $46,038 with net profit of 
the department $12,578 and total sales on 
the Honolulu Stock Exchange aggregating 
$7.306.950. 

Karly in 1930 the Hawaiian Trust Com- 
pany established a statistical department 
to safeguard clients’ funds and provide for 
review of security holdings as well as to 
stimulate the growth of capital. H. W. B. 
White and George R. Carter, Jr., are in 
charge of this service which will include a 
synoptic record of all securities held in 
trust accounts. This department also pre- 
pares reviews of securities for clients and 
works in close cooperation with the Invest- 
ment Committee. The new business depart- 
ment of the company has been diligent and 
successful in soliciting wills, insurance trusts 
and other business. One of the productions 
of this department is the house organ, The 
Hawatian Trustee, which is now in the third 
year of publication. 


J. R. GALT 


Hawaiian Trust Company, [td. 
Hawaii 


President, Honolulu 





TRUST COMPANIES 


CITIZENS NATIONAL 
TRUST & SAVINGS BANK 


of Los ANGELES 


Established 1890 


Ww 


Ancillary administrations and co- 
trusteeships in the Los Angeles area 
...an increasing need of Eastern in- 
stitutions... are invited by the Trust 
Department of this Bank. 





MERCANTILE-COMMERCE BANK AND TRUST COMPANY OF ST. 
LOUIS APPOINTED TRUSTEE OF PHILANTHROPIC BEQUESTS 


Generous Provisions for Charitable Homes and Community Centers 


The confidence and reliance placed in 
trust company management for the care, 
protection and faithful disposition of funds 
for charitable and philanthropic purposes is 
notably expressed in two recently probated 
wills in which the Merecantile-Commerce 
Bank & Trust Company of St. Louis is named 
as trustee of generous bequests for charitable 
and philanthropic purposes. One of these 
is the trust created for a Home for Crippled 
Children and also a Home for the Aged, in 
the will of Georgia Brown Blosser, who died 
March 8, 1981. The inventory of Mrs. Blos- 
ser’s estate shows an aggregate value of 
$2,550,998. The Mereantile-Commerce Bank 
& Trust Company and Mrs. Blosser’s hus- 
band, Louis P. Blosser, are named as execu- 
tors. 

The other recent appointment of the Mer- 
cantile-Commerce Bank & Trust Company 
as eco-trustee in carrying out philanthropic 
work, is contained in the will of Thomas 
Dunn, who died March 2, 1931 and in which 
there is provision for the maintenance of 
the Thomas Dunn Memorials. The grandson 
of the late Mr. Dunn, Ralph Wayecott and 
his niece, Etta Manley, are named as ¢o- 
trustees with the Mercantile-Commerce. The 
inventory of the Dunn estate shows an ag- 
gregate value of $2,847,461. It is estimated 
that eventually the trustees will hold approx- 
imately $1,000,000 for Mr. Dunn’s charities 
and philanthropies. At the present time the 
Thomas Dunn Hotel for Boys is in operation 
with the title of the Home in the name of the 
Mercantile-Commerce Bank & Trust Com- 
pany and Thomas C. Hennings as trustees. 
The Home has a capacity for sixty boys. 

Provision is made in the will of Georgia 
Brown Blosser for conveyance of real estate 
in Saline County to the Mercantile-Commerce 
as trustee, together with the sum of $500,600, 
the real estate to be held until granting of 
decree of incorporation for the Georgia 
srown Blosser Home for Crippled Children, 
when it is to be conveyed to the corporation, 
and the fund of $500,000 to be administered 
by the trustee with income and revenue to 
be devoted to general upkeep and perpetual 


existence of the home. It is further provided 
that the home shall be incorporated and 
conducted not for pecuniary profit and that 
it shall be regarded as a home for convales- 
cent crippled children rather than a perma- 
nent home. Encroachment upon the prin- 
cipal is limited to 10 per cent for purposes 
of improvement and construction of the hos- 
pital-home. 

In providing for the Home for Aged Wom- 
en the Mercantile-Commerce is entrusted 
with a fund of $250,000 with broad powers 
of management and authority for investment 
and conveyance. The will provides that this 
home shall be for members of the Methodist 
Episcopal Church, South, or who may be 
recommended by the pastors of this denomi- 
nation and that each woman selected shall 
be a resident at time of admission of Saline 
or adjoining named counties. Provision is 
also made for incorporation of the home and 
use of principal not in excess of $75,000 for 
construction or purchase of a suitable build- 
ing for the home, with allowance of $15,000 
for equipment. 


The will of Thomas Dunn which makes 
provision for the maintenance of the Thomas 
Dunn Memorials is specific in its instruc- 
tions and reflects the generous impulses of 
the testator in, providing for the establish- 
ment of the Thomas Dunn Community Cen- 
ter and making provision for the previously 
established Thomas Dunn Hotel for Boys. 
The trustees are instructed that after carry- 
ing out the testator’s wishes regarding the 
Boys’ Hotel which is located in the old Wash- 
ington University building at Locust street 
and Ewing avenue in St. Louis, the income 
shall accumulate from the trust estate until 
there is a sufficient sum for carrying out the 
project for the Thomas Dunn Community 
Center. Mr. Dunn directed that a building 
or buildings be erected or purchased in the 
thickly settled parts of St. Louis to be used 
as a common meeting place for the family 
and for the promotion of the physical, men- 
tal, moral and social welfare of those citizens 
and inhabitants of St. Louis to whom fewer 
opportunities are offered. There shall be 
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rooms for meetings and lectures where du- 
ties of citizenship and familiarity with our 
political institutions shall be taught with 
appropriate opportunities for entertainment 
and recreation. There is no inhibition as to 
creed or nationality. The trustees, namely 
the Mereantile-Commerce Bank & Trust Com- 
pany and Thomas C. Hennings, are not lim- 
ited to operation of one boys’ hotel, home or 
community center, but may provide as many 
as income from the trust will permit. Upon 
termination of the general trust created in 
the will, Mr. Dunn ineludes in his will for 
the final distribution of the principal in ac- 
cordance with his expressed desires for char- 
itable, benevolent and educational purposes. 

In connection with provisions for the 
Thomas Dunn Community Center, Mr. Dunn 
states in his will: “It is my observation that 
there is a weakening of the ties which bind 
families together, that there are not sufficient 
places in the thickly settled parts cf the 
community where the entire family can con- 
gregate as a group for recreation, instruc- 
tion and mental and physical development. 
and that there is no place where a friend- 
less boy can temporary home in 
modest surroundings for small compensation, 
without any obligation. It is my desire to 
provide, by means of this fund and the fund 
to be added thereto upon the final termina- 
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tion of the trusts created in this my will 
better opportunities for the boys, men, wom- 
en and children to live wholesome lives and 
become better citizens. I am more solicitous 
for the furtherance of the end in view than 
certain as to the specific means by which 
that end is to be accomplished.” 


“NOW THAT I AM DEAD” 

In Birmingham, England, a retired manu- 
facturer recently made a will and had a 
talking picture made of himself in the act 
of reading the document. He has given 
specific directions that when the time arrives 
for the reading of his will after his death 


as to how all members of his family and 
those interested in the reading of the will 


shall be 
sereen. 


seated before the moving talkie 
As the reels are unfolded there will 
appear the manufacturer as if arisen from 
the grave and speaking frankly on all mat- 
ters pertaining to his family, 
praise here and blame there. 
will begin with the words: 

“Now that I am dead, I claim the 
to speak frankly to you impartially.” 

There is another and more conventional 
will, however, wherein this up-to-date 
Englishman will put his instructions in more 
legal form. 


bestowing 
His 


speech 


right 





UNIFORMITY AND SAFETY IN PUBLIC AND CHARITABLE 
BEQUESTS 


HOW THE PROBLEM WAS SOLVED IN SOUTH BEND, INDIANA 


VITUS G. JONES 
Of the South Bend Bar 


(Epiror’s Note: Mr. Jones is chairman of a South Bend committee of bankers, law- 
yers and business men working with the local Chamber of Commerce, the Bar Association 
and a group of banks and trust companies, as well as the Community Chest and other 
charitable organizations to promote better wills and wiser public giving in that com- 


munity. 


He recites how the Uniform Trust for Public Uses was adopted as an effective 


vehicle to carry out the purpose in view. This Uniform Trust has been approved by the 
executive committee of the Association of American Colleges and has the cooperation of 
a rapidly increasing number of trust companies and banks throughout the country, who 
have qualified as trustees under this form of trust.) 


Hk Federation for Social 

the City of South Bend, feeling and 

realizing the need of a foundation to 
promote public confidence, to provide against 
haphazard giving and waste and believing 
that South Bend should be in step with 
other progressive communities, requested 
that a group of local lawyers donate their 
time and formulate a trust to 
take care of charitable gifts. These attor- 
nevs had before them forms of community 
trusts adopted by various cities throughout 
the United States. No two of them were 
exactly alike. The attorneys undertook to 
sort out what they believed was best in the 
various forms before them and called their 
product “The South Bend Foundation.” 


Service of 


services to 


Adoption of Uniform Trust 
About this time, advance notice 
ceived of a new work by Daniel 8S. 
entitled “The Preparation of Wills and 
Trusts.” and in this notice reference was 
made to the Uniform Trust for Public Uses. 
It was decided then to await the time when 
a copy of this document could be obtained. 
learned that it had been prepared 
expert and had been submitted to, 
revised and perfected to meet the require- 
ments of the most able lawyers, educators, 
churchmen and representatives of all kinds 
of charitable beneficiaries, and had been 
copyrighted. The copyright feature, which 
prevented the trust from being changed and 
modified to meet the egotistical and fanciful 
ideas of every attorney who felt the urge 
to put a part of his erudition therein, ap- 
pealed to the committee. The attorneys 
learned that the trust in its entirety had 


was re- 
Remsen. 


It was 
by an 


been adopted by a great many institutions 
and cities and they felt that any interpreta- | 
tions made by courts in various parts of the 
country would tend to clarify any questions 
that might arise and save much litigation. 

The more The Uniform Trust for Public 
Uses was studied, the more that it was found 
to meet practically, if not all, situations that 
might arise. It was the belief of the com- 
mittee that ample provisions were made to 
take care of small givers, as well as large 
donators; that it covered the field of national 
giving, as well as local giving. 

It was further believed by the committee 
that when this Uniform Trust was submitted 
to their bar association it would meet with 
the hearty approval of all the lawyers and 
at a meeting of the St. Joseph County Bar 
Association, the anticipations of the com- 
mittee were fully justified. The association 
adopted the use of the trust without a dis- 
senting voiee. 


Cooperation from Trust Companies 
The investigation made by the attorneys 


also proved that 
had been 


were as 


when no Uniform 

adopted by a community there 
many different kinds of trust es- 
tablished as there were trusts drawn; that 
in many instances the trustees were without 
power to carry out the trusts, were not pro- 
tected in their bona fide acts; that in many 
instances the wishes of the donor were de- 
feated because the instrument which at- 
tempted to create the trust, was so defective 
there was, in fact, no trust. This statement 
is made with all due respect to the attorneys 
who are qualified to draw such instruments, 
but I believe it will be generally recognized 
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that a great percentage of the lawyers are 
not qualified to draw intricate trust in- 
struments. 

After it had been so unanimously approved 
by the Bar, The Uniform Trust for Public 
Uses, with suitable resolution for its adop- 
tion, was presented to each of the following 
trust companies in South Bend and was 
unanimously adopted: 

American Trust Company 
Citizens Trust and Savings Bank 
Indiana Trust Company 

Union Trust Company 

St. Joseph Loan & Trust Company 

The president of the last named trust com- 
pany, Rome C. Stephenson, it should be noted, 
has the honor of being the president of the 
American Bankers Association. 

Personally, I am looking for the day when 
The Uniform Trust for Public Uses will come 
to the attention of and be utilized in all 
progressive communities so there will be 
more uniformity and safety in public and 
charitable gifts. 


A bill to equalize the tax on competitive 
capital and applying to both state and na- RONALD RANSOM 


tional banks, has been signed by the gov- Vice-president of the Fulton National Bank of] Atlanta, 


+ hy yho h lected Presi f 3 i x 
ernor of Michigan. who has been elected pines lg the Georgia Bankers 
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THE BANKER HAS UNUSUAL OPPORTUNITIES TO 
RESTORE BUSINESS CONFIDENCE 


SOME OF THE VITAL SUBJECTS OF INTEREST TO BANKERS 


EDWARD A. SEITER 
Vice-president, the Fifth Third Union Trust Company, Cincinnati, Ohio 


(Ieprror’s NOTE: 


The following is the substance of Mr. Seiter’s annual address as 


president of the Ohio Bankers Association at the recent annual convention in Toledo. 
Mr. Seiter lays particular emphasis upon the influence wielded by bankers in fostering 


faith and renewed business confidence.) 


HE past year has been an eventful 

one, which has tried the souls of men 

ind the resourcefulness of the bankers 
as well as those of every enterprise—manu- 
facturers, farmers and merchants, whether 
in metropolis, city, town or village. The year 
1930 was ushered in by a preceding leveling 
of the grade of a foreseen but unheeded pub- 
lic clamor, to do things and act a part of 
what was then called “doing things in a big 
Wwity and carrying on regardless.” What with 
mass production spurred on by mass desire 
and consumption and the thoughts that we 
were in a “new era” that would brook no 
possibility of a recession, we are steadfastly 
enduring with a fortitude that will bring 
about, with the brain, resources, and energy 


of our people, a solution of the economic 


situation which is upon us. 


The cold back log of 1930 was hardly 
kindled and glowing when we were visited 
by an unprecedented drought. The impulse 
of your association was to alleviate the hard- 
ships of the agricultural situation when we 
were confronted with the industrial employ- 
ment conditions in the manufacturing cen- 
ters. Searcely had the Dayton convention 
of last year become a matter of history when 
the effects of the drought began to be felt 
through Ohio and many other states. The 
matter of this financial relief resolved itself 
into a local consideration, and the bankers 
in the affected areas heroically took care of 
the needs of the community. As might be 
expected, there were a few casualties among 
the banks whose ability to loan and resources 
were already strained. 


Coolidge’s Comment on Banks 
Quoting in part from President Coolidge’s 
comments on banks, in one of his syndicated 
articles: “We do not often think what an 
important service for all the people is per- 
formed by our banks. When matters are go- 


ing smoothly we naturally take the results 
for granted. We assume that in some way 
banking goes on under its own power, some- 
thing like the flow of water or the rays of 
the sun, but our banking system works with 
a high degree of efficiency because of the 
skill and industry of the men who conduct, 
it. The supply of credit is of enormous im- 
portance. The people have no more impor- 
tant public servant.” Mr. Coolidge has ana- 
lvzed the merits of our banking system and 
its bankers in his usual concise manner. 
The popularity of the bankers is subject 
to a divergent view. To the borrower, par- 
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ticularly if his obligations and credit stand- 
ing do not justify his demands, the “Yes” 
banker is just fine, but do not get the idea 
that the “No” banker, in his conservatism, 
has not a host of friends among the deposi- 
tors and stockholders. Nevertheless, the 
general level of banking character is high, 
as it should be. 


Interest on Deposits 

While commodity markets have suffered, 
money too has slumped in price. We are 
wholesalers of money and as a fundamental 
of merchandising we must follow the same 
rules that govern other merchants. We are 
now faced with the problem of paying less 
for our raw material, because our sale price 
has been lowered. A great many bankers 
have already met this matter courageously. 
They have dealt with their customers in tell- 
ing them of the reason and necessity com- 
pelling them to pay lower interest for de- 
posits. This same condition inspired the 
Association to sponsor a bill in the last gen- 
eral session of the legislature which would 
have placed a maximum that banks might 
bid for public funds. Although the Assembly 
was not ready to pass this measure, the 
members did receive some education on what 
happens when banks are forced to bid exor- 
bitant rates and make preferred depositors 
out of political subdivisions. The ice has 
been broken now on this matter of bidding 
for public moneys and I hope the Associa- 
tion and every member sees fit to follow it 
up until we get a proper depository system 
in Ohio on a much more sensible basis af- 
fording protection and safety to both the 
government and the banks. While the bank 
deposit bill did not get beyond the committee, 
we feel that there was a failure to recog- 
nize that by getting more interest from the 
depository banks than was warranted, in an 
eventuality they lost their biggest and best 
taxpayer in that subdivision. 


Giving New Life to Business 

Now regarding a favorable impetus in our 
business: Many of us who have been in the 
banking business during previous periods of 
inertia bring to mind that they were resting 
largely among business and business men. 
The slow moving improvement is, to my no- 
tion, occasioned by the widespread and in- 
discriminate investments which were made 
by the rank and file during the inflation 
period. 

Many of them have been severely spanked 
financially and are like the burned child 
who dreads the fire. It is that timidity 
which is withholding a more satisfactory 
improvement in general business. We can- 
not help but have an unshaken faith in our 
country’s future, and a renewed confidence 
in our own capacity as a people to meet, 
adjust, and overcome any barriers that are 
temporarily impeding the of the 
nation, because :— 

Every day is a new beginning, 

Every morn is a world made new, 

You, who are weary of resting—not spinning 

Here is a beautiful hope for you. 

Ro fe ee 
TRUST COMPANY DIVISION NOMINATING 
COMMITTEE 

The following committee has been named 
to make recommendations for the election 
of five new members of the executive com- 
mittee of the Trust Company Division, 
American Bankers Association: 

Nathan D. Prince, president, the Hart- 
ford-Connecticut Trust Company, Hartford, 
Conn., chairman; Robert F. Maddox, chair- 
man of the board, Trust Company of Georgia. 
Atlanta; KE. H. Pruden, vice-president and 
trust officer, Fidelity Union Trust Company, 
Newark, N. J.; William A Stark, counsel, the 
Fifth Third Union Trust Company, Cincin- 
nati; Frederick R. Behrends, vice-president, 
California Trust Company, Los Angeles; and 


. 


Henry E. Sargent, secretary of the Division. 


progress 





IMPORTANT CHANGES IN EXECUTIVE OFFICERS OF THE NATIONAL 
TRUST COMPANY OF TORONTO, CANADA 


The management of the National Trust 
Company, Ltd. of Toronto, one of the most 
successful trust companies in Canada, re- 
cently announced a number of important 
changes in official alignment. Organized in 
1898 the National Trust Company has grown 
steadily in the volume of trust business un- 
der administration and in extending the 
scope of its facilities from the home office in 
Toronto to the various provinces of Canada 
where branch offices are maintained. The 
latest annual report showed total assets 
of $262,322,000 with estates valued at $235,- 
382,000, under administration, capital of 
$3,000,000 and reserve fund of $3,000,000. 

As a result of recent official changes W. E. 
Rundle, who has occupied the office of gen- 
eral manager of the company since 1911 and 
has in addition been vice-president since 
1918, was elected president, succeeding Sir 
Joseph Flavelle, Bart., who has relinquished 
the duties of president to become chairman 
of the board. J. M. Macdonnell, who was 
assistant general manager and has been as- 
sociated with the company 1911, 


since has 


been elected general manager, succeeding Mr. 
Rundle. 


W. E. RUNDLE 
President 


J. M. MACDONNELL 
General Manager 


Sir Joseph Flavelle was born in Peterboro, 
Ontario, February 15, 1858, and was edu- 
cated in local schools. He came to Toronto 
in 1887 where he has since resided. His keen 
interest in cultural, philanthropic and edu- 
cational activities brought to him numerous 
responsibilities to which he devoted himself 
with untiring zeal. In addition to chairman- 
ship of the board of the National Trust 
Company, Sir Joseph is chairman of the 
Canadian Bank of Commerce; vice-president 
of the Toronto Penny Bank; chairman of 
the board of the Canadian Marconi Company 
and was chairman of the board of the Grand 
Trunk Railway during 1920-21. 

The wide scope of Sir Joseph's activities 
in educational and philanthropic work is in- 
dicated by citing some of his associations. He 
is chairman of the board of the Ontario Re- 
search Foundation, a director of the Royal 
Ontario Museum and councillor of the Cana- 
dian branch of the British Red Cross Soci- 
ety. He was chairman of the Toronto Board 
of License Commissioners in 1905; member 
of the International Commission on Bovine 
Tuberculosis in 1909; Governor of the To- 
ronto branch of the Victorian Order of 
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Nurses. Jn 1905 he founded a traveling fel- 
lowship in classics at Toronto University. 
is a governor of that university. and was 
chairman of the Royal Commissicn in 1906 
to recommend a plan to reorganize the Uni- 
versity, from which he received the degree 
of LL.D. in 1906. Eze was also a member of 
the board of trustees of the Toronto General 
Hospital in 1920-21 and was chairman of the 
Imperial Munitions Board for the period of 
the war and two years following. In 1917 
there was conferred upon ~him the title of 
Baronet. 

The new president of the National Trust 
Company, William E. Rundle, has been as- 
sociated with the company since 1901, when 
he became secretary. He was born March 11, 
1867, in Torquay. Devonshire, England, and 
came to Canada in 1873. He received his 
education in Toronto and began his business 
career in the book and stationery house of 
James Campbell & Sons, in Toronto; in 1854 
Mr. Rundle became associated with the Free- 
hold Loan & Savings Company, remaining 
with that organization until its amalgama- 
tion in 1900 with the Canada Permanent, 
Western Canada Loan & Savings Company 
and the London-Ontario Investment Com- 
pany, known as the consolidation of the Big 
Four. In 1901 and three vears after the or- 
ganization of the National Trust Company 
he became secretary of that Company and in 
1907 was advanced to manager of the To- 
ronto office. Upon the retirement of Sir 
Thomas White in 1911, Mr. Rundle became 
general manager and in 1918 the additional 


title of vice-president was bestowed upon 
him. On May 6, 1931 he assumed the presi- 
dency. 

Mr. Rundle is a director of the Canada 
Life Assurance Company, and also of the 
Toronto Savings & Loan Company. He is 
also a member of the board of regents of 


Victoria University, Toronto, and is that uni- 


versity's honorary treasurer. He was for 
nineteen years a trustee of the Toronto Gen- 
eral Hospital, during most of which time he 
was chairman of the finance committee. Dur- 
ing the war he was a member of the com- 
mittee which had in charge the organization 
of the resources of the Province of Ontario 
for war purposes. Mr. Rundle is a charter 
member of the Canadian Club of Toronto of 
Which he was president in 1900-1901, and is 
a charter member and was first president of 
the Mendelssohn Choir. 

Mr. Macdonnell, who has succeeded Mr. 
Rundle as general manager of the National 
Trust Company, was born in 1885. He is a 
son of the late G. M. Macdonnell, K.C., of 
Kingston, Ontario, and entered the service 
of the company in 1911. He is a graduate 
of Queen’s University and of Oxford ‘where 
he went as a Rhodes Scholar in 1905. He 
served four years and a half in the Cana- 
dian Field Artillery overseas, receiving the 
Military and the Croix de Guerre, 
reaching the rank of Major and afterwards 
holding the staff appointment of Brigade- 
Major. During his former residence in To- 
ronto, Mr. Macdonnell occupied successively 
the positions of honorary-secretary and presi- 
dent of the Canadian Club of Toronto, and 
Was president of the Canadian Club of Mon- 
treal for the 1928-1929 term. He is honorary 
representative in Canada of the Rhodes 
Trust Scholarships, and is chairman of the 
board of trustees of Queen's University. 


Cross 


Earnings of the bank units comprising the 
Wisconsin Bankshares Corporation have been 
well sustained and deposits show substantial 
increase according to the report of President 
Walter Kasten at the recent meeting of the 
board of directors at which the regular 
quarterly dividend of five per cent a share 
was approved. 
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IMPORTANT BANK MERGER OPERATIONS IN CHICAGO 


First National Takes Over Foreman-State Group and National Republic Merged 


With Central Trust 





As a means of solidifying and strengthen- 
ing banking alignment in Chicago a new 
combination among four of the leading bank- 
ing institutions of that city has been effected. 
In pursuance of a mutual arrangement the 
First National Bank of Chicago has assumed 
the deposit liabilities and has taken over 
the assets respectively of the Foreman-State 
National Bank and the affiliated Foreman- 
State Trust & Savings Bank. Following close- 
ly upon the official announcement of this ab- 
sorption plan an agreement concluded 
whereby the National Bank of the Republic 
and its affiliated Chicago Trust Company are 
to be merged on equal terms with the Central 
Trust Company of Illinois under the title 
of Central Republic Bank & Trust Company. 

Absorption of the Foreman-State institu- 
tions will materially advance the position 
of the First National Bank and its allied 
First Union Trust & Savings Bank as the 
second largest banking organization in Chi- 


was 


MELVIN A. TRAYLOR 


President of the First National Bank and of the First Union 
Trust and Savings Bank of Chicago 
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cago and west of New York. The first place 
in Chicago and in the entire country west 
of Chicago is occupied by the Continental 
Illinois Bank & Trust Company which re- 
ported on March 381, 1931 total resources of 
$1,122,942,000 and deposits of $856,409,000. 
The latest official statement of the combined 
resources of the First National Bank and the 
First Union Trust & Savings Bank as of 
March 31, showed resources of $679,720,000 
and deposits of $572,403,000. The Foreman- 
State Banks reported under same date capi- 
tal, surplus and undivided profits of about 
$30,000,000 with deposits of $158,000,000. In 
view of the relatively small amount of net 
withdrawals of deposits from the Foreman- 
State banks before the announcement of the 
merger, the First National will have aggre- 


gate resources of between $850,000,000 to 
$900,000,000 resources as a_ result of the 
merger. 

Merger of the National Bank of the Re- 
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public and the Chicago Trust Company with 
the Central Trust Company of Illinois will 
give the latter total resources of about $350,- 
000,000, according to indicated reports, and 
place the Central Republic Bank & Trust 
Company well forward as the third largest 
banking organization in Chicago. The latest 
official statement of the Central Trust Com- 
pany shows deposits of $139,340,000, with 
capital funds of $20,398,000 and the National 
Bank of the Republic reporting deposits of 
$149,249,000 with capital, surplus and undi- 
vided profits of $16,677,000 as of March 31, 
1931. 

While reports of important bank mergers 
have been current in Chicago for some 
months the absorption of the Foreman-State 
and the Republic groups were hastened by 
heavy withdrawals of deposits upon a num- 
ber of banks in suburban and outlying Chi- 
cago districts. Trouble had been brewing 
for a considerable period as to the delicate 
position of many of the outlying Chicago 
banks owing to frozen real estate loans and 
other assets. 

The seriousness of this situation was indi- 
cated by the closing of six of such outlying 
banks, including three which were identified 
with the Foreman-State Banks. On the day 


following the announcement of “Loop bank” 
mergers and the closing of six smaller out- 
lying banks, came announcement of the clos- 
ing of twelve additional small banks on the 
South Side, all of them members of the chain 
conducted by John Bain, South Side Repub- 
lican leader and member of the South Park 
Board. The Bain banks had no affiliation 
with any of the four large Loop banks em- 
braced in merger operations. In all there 
were nineteen outlying banks closed in two 
days, including the Bain banks, the latter 
having deposit liabilities of less than $13,- 
000,000. 

Deliberations preceding and leading to 
agreements for merger of four large Loop 
banks were conducted by directors of the re- 
spective banks in conjunction with members 
of Chicago Clearing House Association and 
officials of the Federal Reserve Bank of Chi- 
cago. In connection with the absorption of 
the Foreman-State banks by the First Na- 
tional Bank, the Clearing House established 
a guarantee fund of $10,000,000 to which was 
added $2,550,000 by interests in the Foreman- 
State organization, to cover readjustments 
during the process of absorption. Among 
those taking prominent part in these joint 
discussions and arrangements were Melvin 
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A. Traylor, president of the First National 
and Charles G. Dawes, honorary chairman 
of the Central Trust Company of Illinois, 
who returned to Chicago recently from his 
post in London as United States Ambassador 
to England and who was founder and for 
many years president and subsequently hon- 
orary chairman of the Central Trust. The 
result of agreements following the joint con- 
ferences was announced by George M. Rey- 
nolds, chairman of the board of the Contin- 
ental Illinois Bank & Trust Company. as 
chairman of the Chicago Clearing louse <As- 
sociation. 

There was no delay in rendering effective 
the absorption of the business of the Fore- 
man-State banks by the First National Bank. 
Under heavy guard the cash, securities and 
other resources of the former were trans- 
ferred to the vaults of the First National 
Bank, including transfer of the savings de- 
posits of the Foreman-State Trust & Savings 
Bank to the office of the First Union Trust 
& Savings Bank, Offices of the Foreman- 
State Banks are kept open temporarily for 
the transaction of necessary business. 

Physical merger of the National Bank of 
the Republic and the Chicago Trust Company 


with the Central Trust Company will be ac- 
complished when certain legalities necessary 
to transfer of business from a national to a 
state bank have been complied with and con- 
ducted through joint committee from both 
banks. This merger has been under discus- 
sion for several months. 


DISPOSING OF LOAN COLLATERAL IN 
CASE OF INSOLVENCY 

An interesting ruling was made recently by 
a referee in banking in Philadelphia in con- 
nection with a test case brought by local 
banks and trust companies asking for per- 
mission to sell collateral securing loans made 
to a failed stock brokerage firm. An order 
was entered by the referee in the United 
States District Court to permit three trust 
companies to dispose of such collateral in 
connection with loans made to the firm of 
Henry & Kirkbride. The order follows a 
ruling by Judge Dickenson that the bank- 
ruptey laws do not permit of the practice of 
liquidating collateral loans made to stock 
brokers or business. firms immediately upon 
bankruptcy of the pledger and that permis- 
sion of bankruptcy court must be obtained 
before selling. 
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ANOTHER “LOUISIANA PURCHASE” 

In December, 1803, in the Cabildo at New 
Orleans, the purchase of an empire was com- 
pleted. The United States paid to France, 
the sum of $15,000,000 for the vast, untracked 
wilderness of the Mississippi Valley. Prior 
negotiations had consumed more than seven 
months. The best diplomatic talent of two 
great nations was employed. Two interna- 
tional banking houses financed the purchase 
and handled the disposition of the “‘stock cer- 
tificates,” or bonds, as they would be called 
today. This was the first “Louisiana Pur- 
chase.” 

On February 10, 1931, several banking 
syndicates met with state officials at Baton 
Rouge, State Capitol of Louisiana. Each 
tendered bids for a $15,000,000 highway con- 
struction bond issue. Ten minutes after the 
bids were opened, the issue was awarded to 
a syndicate of all the New Orleans banks and 
two Shreveport banks, headed by the Hi- 
bernia Bank & Trust Company of New Or- 
leans, syndicate managers. President R. S. 
Hecht of that bank handed Governor Huey 
P. Long and O. K. Allen, chairman of the 
Louisiana Highway Commission, a check for 
$15,121,500 in full payment of the bonds. 
This was the second “Louisiana Purchase.” 


In 1803 Jefferson was of the opinion that 
$15,000,000 was too high a price to pay for 
an undeveloped and unknown territory. Sev- 
eral Eastern states disapproved of the pur- 
chase and thought the government unduly 
extravagant. In 1931, $128,700,000,000 is a 
conservative estimate of the wealth of the 
states comprising the Louisiana Purchase. 
The people of one state, Louisiana, gladly 
voted $68,000,000 for the building of good 
roads, of which this $15,000,000 is the first 
installment; and a syndicate of bankers de- 
liberated only a few minutes before deciding 
not only to buy all the bonds, but to pay the 
state a premium for the privilege and to pay 
the entire sum immediately. This money, 
poured into the state coffers, lost no time in 
getting down to work. The same day that 
the bonds were purchased saw the awarding 
of contracts for the construction of highways 
costing $8,000,000. In the near future Louisi- 
ana will be provided with a veritable net- 
work of concrete highways. 


Medley G. B. Whelpley, president of the 
American Express Bank & Trust Company of 
New York City, has been elected a director 
of Selected Industries, Inc. 

M. Monroe Myers has been appointed trust 
officer of the Miners National Bank of Potts- 
ville, Pa. 
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BUSINESS RUNNING TRUE TO FORM 

The Guardian Trust Company of Cleve- 
land, in its current survey of general busi- 
ness conditions, finds that a comparison with 
previous periods of business depression 
shows that conditions and indexes are now 
true to form. “It appears,’ says the Guard- 
ian Trust Company, “that in major depres- 
sions there is always a period of some months 
during which business moves sidewise in a 
trough, and that thereafter there is always 
a longer period during which business works 
gradually back to normal volume. There is 
nothing abnormal about the course of the 
present depression. It is running true to 
form. 

“Here it should be noted that we do not 
have to wait until the indexes show “nor- 
nal” before business may be considered good. 
“Good” is a relative term, and when busi- 
ness is improving and things are “better,” 
business is long before the statis- 
ticians tell us that it is “normal.” Moreover, 
the normal line rises about 3 per cent 
year, so that when we are back at 
the total activity is considerably higher 
than the previous normal. In other words, 
when we recover to normal this time, busi- 
ness will be at a higher level than when we 
reached normal on the way 
1929.” 
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each 
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VICE-PRESIDENTS OF CENTRAL 
HANOVER 


The Central Hanover Bank & Trust 
pany of New York announces the 
of Randolph Carter Harrison of 
Va., and Livingston 


Com- 
election 
Richmond, 
Parsons of New York 
City as vice-presidents. Mr. Harrison will 
be with the investment department at the 
main office, T0 Broadway, and Mr. Parsons 
at the Plaza office. Upon the completion of 
the Seventy-second street office, Mr. Parsons 
will be placed in charge. 

A native of Richmond and graduate of the 
University of Virginia, Mr. Harrison has 
been vice-president of the State-Planters’ 
Bank & Trust Company since July 1, 1927. 
He entered the service of the State and City 
Bank & Trust Company in 1922 and was 
made assistant cashier January 1, 1923. Dur- 
ing the World War, he served overseas as an 
artillery officer. 

Mr. Parsons is a graduate of Harvard and 
served during the World War as a lieutenant 
in a machine gun company of the 167th In- 
fantry, 42d Division. Prior to his Central 
Hanover election, he was a partner in the 
stock brokerage firm, Neilson, Burrill & Com- 
pany, 48 Wall street, with which he had 
been associated since 1925. 





‘HIGH LIGHTS”? AT ANNUAL CONVENTION OF THE AMERICAN 
INSTITUTE OF BANKING 


Rising Generation of American Bankers Building Up Higher Standards 


To those who were privileged to attend 
the recent twenty-ninth annual convention 
of the American Institute of Banking, held 
in Pittsburgh, the general impression was 
that removed all lurking doubt as Lo 
future development of American ‘banking 
and of the progress toward higher standards 
of conduct. While their 
might be worrying with current problems 
and indulging in more or gloomy re- 
flections, the prevailing atmosphere at the 
convention, created by the two thousand 
junior delegates attending the Institute 
gathering, was one of buoyancy, of ardent 
search for improvement which admitted of 
no thoughts of retreat or compromise toward 
attainment of higher goals in banking de 
velopment. 

While 
hovering 
ciate 


one 


seniors at home 


less 


business banking clouds 
low it was exhiliarating to 
With this assembly of two thousand 
young men and women employees of banks 
and trust companies, representing and speak- 
ing for a far greater army of 73,000 members 
of the American Institute of Banking con- 
stantly carrying on their crusade for bank- 
ing education and efficiency, through 
chapters, 235 local banking schools and 
instruction. Delegations from 
near and far sections of the country came 
trouping into Pittsburgh, literally with ban- 
ners flying, some of them in gay garb and 
all of them bringing in a holiday spirit. 
which, however, did not prevent them from 
‘ getting down to more serious business at the 
general and departmental sessions. 


and are 


asso- 


local 


courses of 


Prominence Given to Discussion of Trust 
Subjects 

One of the noteworthy features of the de- 
partmental conferences was the attention 
given and the interest shown in subjects 
dealing with trust work and development. 
A characteristic of these annual gatherings 
is that there is no “waste motion” or con- 
fusion of topics. The schedules are s9 
worked out that those concerned with a cer- 
tain branch are able to attend conferences 
and participate in discussions dealing ex- 
Clusively with their particular departments. 
Separate and simultaneous conferences are 


conducted dealing 
and accounting; 
ness development 
deposit functions, 


audits 
busi- 
credits ; 


respectively with 
bank administration, 
and advertising; 
investments and _ invest- 
ment banking, savings banking and trust 
functions. The sessions were held in differ. 
ent rooms of the Hotel William Penn and 
each division had its own leaders and array 
of speakers. 

The general were presided over 
by Ben Aley, of the United States National 
Bank of Denver, as national president of 
the institute. There were only three ad- 
dresses outside of the conferences. One was 
by President Rome C. Stephenson of the 
American Bankers Association, who stated 
that the most significant aspect of the pres- 
ent business situation is that, while 
has been “perhaps the worst general 
nomic breakdown in history, we have 
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not a semblance of a financial panic, who 
knows,” he continued, “but what the first 
thing we know, we will find ourselves look- 
ing backward instead of looking forward as 
we realize that the turn has already come.” 

The two other stellar speakers were Dr. 
S. Parkes Cadman, the preacher who is 
known to millions of Sunday afternoon radio 
fans, and Dr. Edward Mims, head of the 
English department at Vanderbilt Univer- 
sity. 


Conference on Trust Functions 
The conferences on trust functions was 
led by W. W. Jacka, assistant vice-president 


of the Bank of America National Trust & 
Savings Association of California, assisted 


by Nelson M. McKerman, assistant secretary 
of the Irving Trust Company of New York. 
The schedule of speakers and their topics 
was observed as follows: “Trust Depart- 
ment Work as a Life Career,’ William H. 
A. Johnson, Assistant Secretary Continental 
Illinois Bank & Trust Company, Chicago; 
“Pitfalls and Problems Confronting the 
Young Trust Department,’ Lloyd E. Gray- 
biel, assistant vice-president American Trust 
Company, Oakland, Cal.; “Some Features of 
Organization and Operation of a Trust De- 
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partment, with Special Reference to Methods 
of Supervision, both Internal and External,” 
Aubrey B. Carter, National Bank Examiner, 
Trust Operations, Office Comptroller of the 
Currency, Washington, D. C.; “Tax Preven- 
tion—Tax Reduction—Tax Recovery—with 
articular reference to Death Taxes,’ Joseph 
F. McCloy, member New York Bar, New York 
City; “Mortgage and Real Hstate Problems 
of a Trust Department,” Charles F. Ellery, 
assistant secretary-treasurer and assistant 
trust officer, Fidelity Union Trust Company, 
Newark, New Jersey; “The Trust Depart- 
ment as a Bearer of Good Will,” James D. 
Fisher, manager Estates Department, Trust 
Division, Colorado National Bank, Denver; 
“The Growth of the Corporate Fiduciary,” 
Alexander P. Reed, vice-president and trust 
officer, Fidelity Trust Company, Pittsburgh ; 
“Random Thoughts on Life Insurance 
Trusts,” Henry S. Fraser, member New York 
Bar, Syracuse, New York. 

The conferences on audits and accounting 
were led by Arthur J. Linn, C. P. A., comp- 
troller of the Federal American National 
Bank & Trust Company of Washington, D. C. 
One of the papers of special interest to trust 
men at this session was that by William H. 
Lindsay, comptroller of the Provident Trust 
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Company of Philadelphia, setting forth prac- 
tical and simplified methods of trust depart- 
ment accounting. Other phases of bank ac- 
counting were discussed by Frank V. Gray- 
son of the Federal Reserve Bank of Cleve- 
land; William H. Bell of Haskins and Sells; 
George D. Grimm of the National Shawmut 
Bank of Boston and Arthur K. Schulz of the 
Chase National Bank of New York. Income 
tax problems of accounting were analyzed by 
R. D. Bond of R. D. Bond & Company. 


Discussion on Management and Credit 
Fiduciaries 

At the sessions on bank administration 
some timely points were brought out dealing 
with management and control of invisible 
assets, liquidity of assets, costs and analysis 
of accounts. The conferences on bank credit 
were led by Melvill M. Parker, secretary of 
the United Security Trust Company of Phila- 
delphia. The discussions stressed credit in- 
vestigation ethics, amortization loan type, the 
credit risk in collateral loans, branch bank 
credits and operating statements, the latter 
subject handled by George R. Herzog of the 
Union Trust Company of Cleveland. 

At the conferences dealing with deposit 
functions, the addresses included “Problems 
in Connection with Handling of Non-Cash 
Items,” by J. Bickley Jackson, manager of 
collection department of the Philadelphia 
National Bank; “Coupons and Other Collec- 
tion Problems,” by A. C. Vogt assistant see- 
retary of the Guaranty Trust Company of 
New York. At the savings function confer- 
ences there were instructive papers including 
“Holding Publie Confidence” by H. H. Rein- 
hard, vice-president of the Mercantile-Com- 
merce Bank & Trust Company of St. Louis; 
“Thrift and Morals,” by A. C, Robinson, 
president of the Peoples-Pittsburgh Trust 
Company of Pittsburgh, and “Segregation of 
Thrift Deposits” by William R. White of the 
New York State Banking Department. An 
interesting address on “Relations of Invest- 
ment Department to Trust Department,” was 
presented at the investment banking sessions 
by Dr. Ralph E. Badger, executive vice-presi- 
dent of the Union Guardian Trust Company 
of Detroit. Another paper was on “Present 
Problems in Municipal Financing” by George 
,ackard of the Harris Trust & Savings Bank 
of Chicago. Raleigh S. Rife of the Guaranty 
Company of New York discussed the “Work 
of the Underwriter and Wholesale Dis- 
tributor.” 


“Bank Advertising Under Fire” 
The business development and advertising 
conferences attracted large attendance with 
R. Edward Hotze of Edwin Bird Wilson, Inc. 
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in the chair. C. Fred Berger, treasurer of 
the Norristown-Penn Trust Company of Nor- 
ristown, Pa. dwelt on the value of getting the 
staff “sales conscious.’ In his talk on “Bank 
Advertising Under Fire’ Ralph L. Watters 
of the Lincoln Bank & Trust Company of 
Louisville, Ky., told how bank advertising 
men in his community adapted their adver- 
tising to meet the situation caused by bank 
closings there. First came statements from 
the various banks emphasing their soundness 
and liquidity. Now his company is concen- 
trating on the savings department and re- 
sults have been most gratifying, he said, as 
it is opening 50 per cent more accounts than 
at the same time last year, while accounts 
that withdrew last November are returning. 


The Philadelphia Chapter team of the 
American Institute of Banking won first 
prize in the annual debate conducted at the 
recent annual Institute convention, the sub- 
ject of which was on compulsory unemploy- 
ment insurance and upholding the negative 
side. 

Frank N. Hall, comptroller of the Federal 
Reserve Bank of St. Louis, has been elected 


vice-president of the American Institute of 
Banking. 
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WOMAN ELECTED CHAIRMAN OF 
TRUST COMPANY’S BOARD 

Mrs. Wilson's recent election as chairman 
of the board of the Fidelity Bank & Trust 
Company in Detroit represented somewhat 
of a departure from established banking cus- 
tom. Mrs. Wilson, who was the widow of 
the late John Dodge of Dodge Bros. Incor- 
porated, has been very active in business since 
the death of her first husband. She 
mands one of the largest fortunes ever 
sessed by a woman in this country and has 
interested herself in business activities ever 
since the time of Mr. Dodge’s death. She 
has been active as a director of the Fidelity 


com- 


pos- 





Mrs. MatTILDA DODGE WILSON 


Who has been elected Chairman of the Board of the 
Fidelity Trust Company of Detroit 
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Bank & Trust Company since 1924, 
director of the Graham-Paige 
Company and has built and operates the 
Wilson Theater in Detroit. She is a mem- 
ber of the Board of Agriculture of the State 
of Michigan and is actively interested in the 
Michigan State College. 


is also a 


Motor Car 


ASSISTANT TRUST OFFICER FOR 
STATE-PLANTERS BANK 

L. Burwell Gunn has been appointed as- 
sistant trust officer of the State-Planters 
Bank & Trust Company of Richmond, Va. 
A native of Richmond, Mr. Gunn received his 
education in the local public schools gradu- 
ating from the John Marshall High in 1922. 
That same year he entered the service of 
the bank, and five and a half years ago be- 
came affiliated with the trust department. 
He attended the evening school of Business 
Administration of the University of Rich- 
mond, and is a graduate of the American 
Institute of Banking. 

J. Harvie Wilkinson, Jr., has been ap- 
pointed manager of the investment depart- 
ment of the State-Planters Bank & Trust 
Company, succeeding Randolph C. Harrison, 
who recently resigned to accept a vice-presi- 
dency with the Central Hanover Bank & 
Trust Company of New York City. A na- 
tive of Richmond, Mr. Wilkinson received his 
preparatory school education at MeGuire’s 
University School of Richmond. He was 
graduated with an A.B. degree from the Uni- 
versity of Virginia in 1928, and after leaving 
the university became associated with the 
New York firm of Lee Higginson & Company, 
investment bankers. In 1929 he came as 
statistician to the State-Planters Bank & 
Trust Company. 


The Clearfield Trust Company of Clear- 
field, Pa., has absorbed the Karthaus State 
Bank, giving the former total assets of close 
to $3,000,000. 





S. SLOAN COLT ELECTED PRESIDENT OF THE BANKERS TRUST 
COMPANY OF NEW YORK 


Executive Changes and Election of Additional Directors 


An important announcement in New York 
banking and trust company circles is that 
of the election of S. Sloan Colt as president 
of the Bankers Trust Company with which 
he has been associated as vice-president 
May, 1930. Mr. Colt is only thirty- 
years old and therefore one of the 
youngest presidents among the leading banks 
and trust companies of New York City. He 
brings to his office a remarkably successful 
career in banking and trust company work 
since his graduation from Yale in 1914 when 
he began his banking experience with the 
Farmers Loan & Trust Company. 

Mr. Colt succeeds as president, Henry J. 
Cochran, who has been elected vice-chair- 
man of the board. At the same meeting of 
the board at which these executive changes 
were made, A. A. Tilney was elected chair- 
man of the board, succeeding Seward Pros- 
ser, who assumes the newly created position 
of chairman of the managing committee. 


since 
eight 


S. SLOAN COLT 


Who has been elected president of the Bankers Trust 
Company of New York 


These three executives, all of them former 
presidents, will continue active in the man- 
agement. The first president of the Bankers 
Trust Company was the late Edmund C. Con- 
verse who was succeeded by the late Benja- 
min Strong, who subsequently became the 
first governor of the Federal Reserve Bank 
of New York. 

Three new directors have also been added 
to the board of directors of the Bankers 
Trust Company. One is S. Parker Gilbert, 
partner in J. P. Morgan & Company and 
former Agent General of Reparations. The 
second is Charles D. Hilles, Republican Na- 
tional Committeeman, and the third new 
member is Alfred L. Loomis of Bonbright & 
Company, Ine. Mr. Hilles is the New York 
representative of the Employers Liability As- 
surance Corporation, Ltd., of London and a 
director of railroad, industrial and insur- 
ance companies, including the New York 


Life Insurance Company, American Smelting 


and Refining Company, Missouri-Kansas- 
Texas Railroad and the Otis Elevator Com- 
pany. Mr. Loomis is a director of the Pub- 
lic Service Corporation of New Jersey, 
United Corporation, Commonwealth and 
Southern Corporation and others. 

Five years after becoming associated with 
the Farmers’ Loan & Trust Company, Mr. 
Colt was made assistant secretary of the 
company in 1919 and was elected vice-presi- 
dent in 1925. He held the latter office until 
the acquisition of the Farmers’ Loan & Trust 
Company by the National City Bank inter- 
ests in March, 19380, as the affiliated City 
Bank Farmers Trust Company. Mr. Colt 
came to the Bankers Trust Company in 1930 
and was elected a director on May 6th of 
last year. He is a grandson of the late 
Samuel Sloan, who was a former president 
of the Delaware, Lackawanna & Western 
Railroad. Mr. Colt is a member of a number 
of clubs and resides at Tuxedo Park. 

The Bankers Trust Company opened for 
business March 31, 1903 and was organized 
by a group of prominent New York bankers 
headed by Henry P. Davison. The primary 
plan of organization was to provide for a 
trust company which should largely devote 
itself to trust company 


business such as 
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could not be handled by the banking insti- 
tutions represented by the organizers be- 
cause of charter limitations. In subsequent 
years the Bankers Trust Company broad- 
ened its scope of operations and from 4a 
company with an original capital and sur- 
plus of $1,500,000, has within twenty-eight 
years become an institution with capital of 
$25,000,000; surplus and undivided profits of 
$87,895,000. The latest financial statement 
as of March 25, 1931, shows aggregate re- 
sources of $833,575,000 and deposits of $624,- 
000,000. The Bankers Trust Company has 
been remarkably successful also in develop- 
ing individual and corporate trust business, 
Branch offices are maintained both in New 
York and abroad. 

Construction is under way for the new 
building of the Bankers Trust Company, and 
the structures at 5 Nassau street (the former 
Hanover Bank Building), 7-9 Pine street and 
10 Wall street are already in process of 
demolition. The new construction will sur- 
round the present Bankers Trust Company 
building at 14-16 Wall Street, which since 
1912 has been one of the landmarks of lower 
Manhattan. The exterior of this building 
will remain practically unchanged, and its 
pyramid tower, popularly known as “A 
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Tower of Strength,” will continue to be a 
feature of the downtown skyline, since the 
new portion of the building will reach only 
to the base of the tower pillars. The Wall 
street facade of the structure will use set- 
back construction. 

When completed, the new structure will be 
coordinated with the present building, so 
that, as concerns the interior, the bank will 
have one complete building, fronting on Wall, 
Nassau and Pine streets, with a ground area 
of about three-quarters of an acre. 

It is expected that the new building will 
be faced with limestone, with windows flush 
to the outer wall. The design will be essen- 
tially a simple one and in harmony with the 
present building and with the surrounding 
structures. 

During the period of construction, most of 
the departments of the bank are being housed 
in the building at 14 Wall street, but, when 
the new structure is complete, it is expected 
that the bank will, at first, use some seven 
or eight floors of the entire building. 

Completion of the work and the opening 
of the bank’s new quarters as a single unit 
is anticipated about two years from now. 
marking the thirtieth anniversary of the 
feunding of the bank. 





DISTINCTIVE CHARACTERISTICS AND POLICIES OF NEWLY OPENED 
FIDUCIARY TRUST COMPANY OF NEW YORK 


Unusual interest attaches to the recent for- 
mal opening of the offices of the Fiduciary 
Trust Company of New York, on the thirtieth 
floor of One Wall street, because it representsa 
new phase of development in trust services. Its 
distinguishing characteristic is that the man- 
agement recognizes the advantages and is 
equipped to devote itself exclusively to the 
management of estates, personal trusts and 
investment of funds. It is the first time that 
an organization has been launched under 
such responsible and favorable auspices, 
which confines its operations solely to per- 
sonal trust service. The management, inde- 
pendent policies and equipment are predi- 
cated upon the assurance that personal trust 
and investment work is sufficiently impor- 
tant to warrant a trust company of that 
type. It will not engage in corporate trust 
work, commercial banking or security busi- 
ness. Checking accounts and time deposits 
are accepted from individuals, firms and 
corporations, but only when they do not in- 
volve commercial lines of credit. 


Three distinct advantages stressed by the 
management of the Fiduciary Trust Com- 
pany are: (1) It makes investment deci- 
sions only after considering the judgment of 
independent investment counsel based upon 
extensive research; (2) it has a set-up de- 
signed to assure clients of continuity of pres- 
ent independence and policies; (3) it special- 
izes in personal trust and investment work. 

The response and volume of personal trust 
business which has come to the company 
within the brief time since the doors were 
opened, gives assurance of the success of the 
policy upon which the Fiduciary Trust Com- 
pany has embarked. Despite general busi- 
ness depression the appeal of exclusive per- 
sonal trust and investment service comes at 
a time when there is a greater demand than - 
ever existed before on the part of men and 
women of means who seek reliable handling 
of their investment problems and who ap- 
preciate the advantages of confiding their 
financial affairs and the management of their 
estates and trust funds to an organization 


PORTION OF THE MAIN RECEPTION ROOM OF THE NEW FIDUCIARY TRUST COMPANY OF 
NEw YORK ON THE 30TH FLOOR OF ONE WALL STREET 
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which gives undivided attention to such re- 
sponsible duties. Likewise the complexities 
of administration, of investments, taxation 
and those factors which enter into the pres- 
ervation as well as enhancement of estate 
values, certainly offer a_ sufficiently large 
field to render personal service increasingly 
valuable to clients. 

The personnel of management, headed by 
Chairman Pierre Jay and President Daniel 
W. MacCormack, and of the board of direc- 
tors is one which gives the best possible 
guarantee in bringing administrative, busi- 
ness and financial experience to bear upon 
the requirements of personal trust service. 
The company begins business with capital of 
$1,000,000 and surplus of $1,000,000. It is 
not aligned with any banking group. Its in- 
vestment service enlists the cooperation of 
an outstanding and the first firm of profes- 
sional investment counsel, Scudder, Stevens 
& Clark, which was organized in 1919, does 
not deal in securities and acts as ad- 
viser for funds approximating $525,000,009 
and devotes over $400,000 a year on its re- 
search organization alone. This firm has a 
substantial minority investment in the trust 
company and two of its partners are mem- 
bers of the board of directors. The relation- 


ship of the trust company to its investment 


counsel is that of a client. Each conducts 
its own business independently of the other. 
The trust company is free to terminate this 
relationship at any time and to engage the 
services of other investment 
ganizations. 

Pierre Jay, who heads the Fiduciary Trust 
Company as chairman of the board, is inter- 
nationally known because of his invaluable 
three years of service as Deputy Agent Gen- 
eral for Reparations, in Berlin, and follow- 
ing upon a service of twelve years as chair- 
man of the Federal Reserve Bank of New 
York. Earlier in his career he was associ- 
ated with trust work in Boston and 
Bank Commissioner of Massachusetts. 

The office of president of the Fiduciary 
Trust Company is occupied by Colonel Dan- 
iel W. MacCormack, who recently organized 
and directed the receivership department of 
the Irving Trust Company, which is the 
standing receiver of the Federal Court in the 
Southern District of New York. For five 
years Mr. MacCormack was a member of 
the American Financial Mission charged 
with the reorganization of Persian finances. 

In an announcement explaining the Fidu- 
ciary Trust Company’s new method of pro- 
cedure for investing trust funds, Chairman 
Pierre Jay says: 


research or- 


was 
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“Up to the beginning of the present cen- 
tury, the investment problems of the trustee 
were comparatively simple. Relatively little 
investment research was required, because 
virtually the only investments available for 
trust funds were mortgages and government, 
municipal and certain other high grade 
bonds. In recent years, however, the growth 
in size, strength and stability of many cor- 
porations has added greatly to the number of 
bonds available as trust investments. More- 
over, the common stocks of many strong cor- 
porations now are regarded as suitable trust 
investments. 

“There is an increasing tendency on the 
part of those creating trusts to give their 
trustees wide discretionary power as to in- 
vestments. Today, trustees are often re- 
quested, or even directed, to invest some por- 
tion of the fund in common stocks in order 
that there may be opportunity for the prin- 
cipal to appreciate and the income to in- 
crease over a period of years. The broad- 
ening of the investment discretion given to 
trustees, does not, however, change the trus- 
tee’s primary duty—to conserve the princi- 
pal of the trust fund. 


New Trust Investment Procedure 

“To fulfill its own obligation under the in- 
structions given by its clients, the Fiduciary 
Trust Company considers that trust and oth- 
er funds should be under continuous super- 
vision supported by intensive research. An 
effective research organization can be devel- 
oped only through years of effort and expe- 
rience—and at great expense. To meet these 
conditions, the Fiduciary Trust Company has 
adopted a new procedure for investing cli- 
ents’ funds. 

“Subject to the supervision of the board 
of directors, such funds are kept under con- 
stant review by a committee of the principal 
officers. Furthermore, in reaching invest- 
ment decisions regarding bonds and stocks, 
this company has the benefit of the invest- 
ment recommendations and the extensive re- 
search organization of Scudder, Stevens & 
Clark, investment counsel. It should be em- 
phasized, however, that final decisions in re- 
gard to all investments rests solely with the 
Fiduciary Trust Company.” 

Associated with Chairman Jay and Presi- 
dent MacCormack as principal officers of the 
Fiduciary Trust Company are: David H. 
McAlpin Pyle, of the Pyle Estates, secretary, 
and Duncan M. Spencer, vice-president, for- 
merly of Lee, Higginson & Company. 

The directors besides Messrs. Jay, MacCor- 
mack and Pyle, are: Thomas H. Blodgett, 
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president, American Chicle Company; F. Ha- 
ven Clark, Scudder Stevens & Clark; Gren- 
ville Clark, Root Clark & Buckner, attorneys: 
Robert Hallowell Gardiner, trustee; David F. 
Houston, president, the Mutual Life Insur- 
ance Company of New York; DeLancey K. 
Jay, attorney; Charles N. Mason, president, 
Electrical Securities Corporation; Frederick 
Pope, president, Nitrogen Engineering 
poration; Elihu Root, Jr., Root, Clark & 
Buckner; Theodore T. Scudder, Scudder, 
Stevens & Clark; Henry L. Shattuck, treas- 
urer, Harvard College: Carl Tucker; Wil- 
liam B. Warner, president, McCall Corpora- 
tion; William H. Wheelock, 
Brown, Wheelock: Harris, 
pany, Inec.: Harold C, Whitman, vice-presi- 
dent, Clarence Whitman & Sons, Inec., and 
Bronson Winthrop of Winthrop, Stimson, 
Putman & Roberts, attorneys. 


Cor- 


president, 
Vought & Com- 


DEFINITE COOPERATION BETWEEN LIFE 
UNDERWRITERS AND TRUST OFFICERS 
In this issue of Trust CoMPANIES appears 
a display advertisement 
of the John 
Company of 


over the signature 
Hancock Mutual Life Insurance 
Boston, which features the ac- 
cord reached between life underwriters and 
trust officers as regards the methods of ¢co- 
peration. This agreement was reached be- 
tween the Trust Company Division of the 
American Bankers Association and the Na- 
tional Association of Life Underwriters. It 
stresses the importance of building up an es- 
tate through life insurance and the value of 
the latter in meeting the need for payment 
of debts and inheritance taxes. The agree- 
ment further lays down the agreed policies 
and practices as to advocacy of distributing 
life insurance proceeds, either through the 
optional settlements or through a corporate 
trustee in creating life insurance trusts. 

The cordial attitude of cooperation which 
obtains at the John Hancock Mutual Life is 
expressed by the vice-president and general 
counsel of the company, who says: 
evident that there will de an 
increasing number of cases where the insur- 
ance trust will be required instead of the 
option settlement, and I believe that frank 
and active cooperation with local banks and 
trust companies in such cases, to the end 
that they may administer the estate we cre- 
ate, will bring the best resurts.” 

Trust officers and other interested readers 
should send to the John Hancock Mutual 
Life Insurance Company office in Boston for 
copies of a valuable booklet on “Estate Con- 
servation and Life Insurance Trusts.” 


“It seems 


TRUSTEE-SUCCESSION RIGHTS 
VALIDATED IN OHIO 

The Ohio legislature has enacted a bill 
which clarifies the situation as to the rights 
of a bank to legally qualify and succeed to 
the trust obligations of another bank or 
trust company in case of consolidation. The 
state banking authorities, in the past, have 
been firm in the policy of maintaining super- 
visory authority over trust assets with the 
result that some important national banks 
were converted into trust companies so as to 
remove any doubt as to fiduciary activities, 
especially in connection with mergers or ab- 
sorptions. The new law provides for con- 
solidation of a national bank with a state 
bank or trust company under state charter 
and specifying that in cases of consolida- 
tion, merger or transfer of of banks 
having trust powers, the succeeding bank 
shall automatically succeed to such trust 
responsibilities. This amendment is similar 
to legislation enacted in a number of other 
states. 


assets 


Percy H. Johnston, president of the Chem- 
ical Bank & Trust Company of New York, 
gave a luncheon recently at the Recess Club 
in honor of his old friend, Hon. Frederic 
M. Sackett, Ambassador to Germany, to meet 
prominent New York bankers. 


J. STEWART BAKER 


President of the Bank of Manhattan Trust Company 
of New York, who has been elected President of the 
New York State Bankers Association 
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HAZARDS IN PATHWAY OF TRUSTEE’S 

LIABILITIES 
(Continued from page 756) 
provided the trustee, upon sufficient reasons 
deems such securities sound, beneficial to the 
estate and actually of the value paid, and 
provided such securities are then readily 
vendible in the market at that price and are 
of a class that the trustee is authorized to 
purchase.” 

The files of the trustee should be fortified 
by a record of the authentic data upon which 
the trustee has based its determination of 
soundness, value and marketability, 

There is no reported case from any court 
of last resort passing upon the validity of a 
clause authorizing purchase of securities by 
a trustee from individual holdings. There are 
a number of decisions covering other types of 
so-called “immunity clauses,” and from these 
it may be fairly generalized that such clauses 
will not be held to protect the trustee against 
liability for acts in excess of authority, wil- 
ful default, gross negligence or bad faith. 
Such clauses do, however, afford protection 
where the corporate trustee keeps within 
the limits of its powers and acts with due 
diligence and in good faith. (71 A. L. R. 
1414. ) 

oo? 
RESTORING THE PROFESSION OF 
BANKING 


(Continued from page 760) 
in the investment of their funds and that 
they are not lending their support, directly 
or indirectly, to undertakings which jeopar- 
dize the confidence which they should mainu- 
tain. 

The training of the bank clerk and the ex- 
perience of the average bank officer leaves 
little to be desired in the mere business of 
banking. In the revolutionary changes which 
have been experienced in the Iast fifteen or 
twenty years, which have put such great 
demands upon our country and its leader- 
ship, there is an increasing need for more 
men qualified for the profession of banking. 

I venture to assert that the day will come, 
and is not far distant, when we will look 
back on the present inertia in the use of 
money and credit with much the same won- 
dering criticism we now apply to the hysteria 
of its misuse a few years ago. With many 
commodities selling under the cost of produc- 
tion, with the securities of some of the best 
and strongest of our great corporations sell- 
ing at half their depreciated book value, it is 
again an amazing psychological condition 
that finds us at the same time with our cof- 
fers full of idle money and unused credit. 

There is no economic panacea which will 
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cure this present situation by some magi¢ 
formula. The way out will be found by every 
man applying himself intensively to his par- 
ticular job with patience and with perse- 
verance, with sober thought and far sighted 
understanding, and above all with courage 
and a renewal of his faith in the inevitable 
resuscitation of the full economic strength 
of 120 million intelligent people backed by 
unlimited resources of property, commodities 
and capital. 


“, 0 
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INSURANCE AND BOND PROTECTION 
FOR TRUSTEE 
(Continued from page 806) 
also without regard to the express authoriza- 
tion to retain non-legal securities granted by 
the trust instrument or by statute, the trus- 
tee should dispose of such securities in the 
event the highest standard of 
such a course. At least, it would seem the 
trustee should apply to the courts for in- 
struction and advice. As I have indicated, 
however, it is probable that the risks of loss 
in the matter of investments cannot be 
bonded or insured against, inasmuch as I 
have been told by every insurance expert 
with whom I have talked that the insurance 
companies would not consider 


care dictates 


such insur- 


ance. All that can be done, then, is to point 
out this field of possible liability so the fidu- 


ciary 
taken. 


may at least know the risks being 


eo fe ee 

The Guaranty Trust Company of New 
York and Lee McCanless, as executors of the 
estate of the late Emil Fuchs, painter and 
sculptor, recently offered the art works held 
for the residuary estate, to the Brooklyn 
Institute of Arts and Sciences. The offer 
was made with conditions made in the will 
to be followed, including a special building 
for the exhibit. The estate was valued at 
$365,000 net, 


Robert E. Dowling, president of the City 
Investing Company and chairman of the 
Mayor’s Taxation Commission, has _ been 
elected a director of the City Bank Farmers 
Trust Company of New York. 

Plans have been made for merger of the 
Commercial Trust & Savings Bank of Dan- 
ville, Ill., with the First National Bank of 
that city with combined resources of $7,000,- 
000. 

-*arkman D. Howe, assistant treasurer of 
the Universal Winding Company, has been 
added to the board of the State Street Trust 
Company of Boston. 
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REVOCATION OF WILLS 


(Obliteration of a portion of a will 


revokes solely the obliterated portion.) 


Jennie Kirkland executed a will bequeath- 
ing her property te her husband for life and 
providing that at his death whatever 
left go to certain named relatives. After the 
death of the testatrix the will was found 
with the clause concerning the remainder can- 
celled by lines and crosses made by a type- 
writer. The cancelled words were still leg- 
ible. Evidence was introduced of certain 
declarations of the testatrix made both before 
and after the cancellation to show that she 
had made the crosses on the will with the in- 
tention of revoking the cancelled portion. 
The disappointed remaindermen contended 
that the attempted cancellation or oblitera- 
tion was ineffective because the words were 
still legible, and that declaration of the testa- 
trix should not be admitted in evidence. 

The court held that the intent to revoke, 
coupled with a revoking act, was sufficent 
to revoke the will in whole or in part, and 
that the legibility of the words after the 
performing of the revoking act was imma- 
terial. As to the admissability of declara- 
tions of the testatrix the court said: 

“While, in view of the rule that both the 
act of revocation and the intent to revoke 
must coneur, and that either without the 
other is insufficient to effect a revocation, 
mere declarations of the testator unaccom- 
panied by any act are not sufficient to show 
a revocation, no reason is perceived why dec- 
larations of an intention to revoke, followed 
by the act, as well as declarations subsequent 
to the act that the act had been performed, 
are not admissable in corroboration of other 
evidence to show both the act by the testator 
and the intent with which it was done. Such 
is the prevailing view on the question.” 

Stuart vs. MeWhorter, Supreme Court of 
Kentucky, March 17, 1931. 


was 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


TESTAMENTARY TRUSTS 
(Surplus income of testamentary 
trusts undisposed of by will passes as 
intestate property.) 


John Westreicher by will set up a trust 
directing the trustee to pay specified amounts 
monthly to named beneficiaries out of the 
income and, if the testator left issue surviv- - 
ing, to pay the balance of the income, one- 
half to his wife and the other half to such 
issue; the will further provided that if no 
issue of the testator survived him, the in- 
come should be distributed in a certain man- 
ner after his wife’s death. No provision was 
made for the disposition of the surplus in- 
come, over and above the amount required 
for specified monthly payments, during his 
wife’s lifetime, if he left no issue surviving, 
which in fact occurred. 

The court held that the presumption against 
intestacy did not empower the court to sup- 
ply omitted provisions, and that the surplus 
income passed during her life to the testa- 
tor’s wife under the intestacy statutes.—Foss 
vs. State Bank and Trust Company, Supreme 
Court of Illinois, February 18, 1931. 


TERMINATION OF TRUSTS 
(Where the purpose of a trust has 
been eliminated, it may be terminated by 
the beneficiaries even though some of 
them are minors.) 


The will of John Bechtel devised and be- 
queathed certain property to a trustee in 
trust “* * * to collect the rents and income, 
arising therefrom, and after paying charges 
and repairs, to divide the balance into seven 
equal shares and pay one of said shares to 
each of my six children and to the children 
of my deceased daughter, Amelia Laura Mil- 
ler, monthly, the child or children of a de- 
ceased legatee to represent the parent, until 
the death of the last of my children, when I 
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direct my executors to sell said property at 
either public or private sale, and direct the 
proceeds thereof to be distributed under the 
intestate laws of Pennsylvania.” 

The trust property was sold at the in- 
stance of the trustee to prevent shrinkage 
of income and the fund derived from the sale 
was committed to the care of the trustee. 
After the testator’s death four of his chil- 
dren died and the two surviving children, 
with whom joined the heirs of the deceased 
children, petitioned the court to terminate 
the trust. Two of the heirs of deceased chil- 
dren were minors and were represented by 
their respective guardians. The court held 
that the purpose of trust was no longer es- 
sential and that the trust could be terminated. 

The court further held that the will provi- 
sion creating the trust should be construed 
to direct final distribution to those entitled 
to share as in intestacy as of the time of 
the testator’s death and not as of the time 
of the death of the testator’s last surviving 
child.—Jn re Bechtel’s Estate, Supreme Court 
of Pennsylvania, March 16, 1931. 

STATUTE OF LIMITATIONS 
(The nature of limitations is a full de- 
fense to an action on a claim regardless 


of inferences of favorable consideration 
showing that the claim had not been re- 
jected.) 


This was an application to compel payment 
of a claim to which the Statute of Limitation 
was set up as a defense. The claim was pre- 
dicted on a promissory non-negotiable in- 
strument, dated October 19, 1920, payable on 
demand, signed by the decedent as co-maker 
and of which the claimant was the payee. 


The decedent died January 5, 1921, and let- 
were issued to his 


ters of administration 
widow, Regina Krems, on March 16, 1921. 
were revoked November 17, 


These letters 
1930, and letters of administration 4d.b.n. 


were issued to Maurice B. Rich on Novy. 22, 
1930. 

It appeared that the formal claim was pre- 
sented to the original administrix on Nov. 
16, 1921, and the petitioner alleged that such 
claim was never rejected, which later allega- 
tion was denied. Giving to the petitioner 
the most favorable inference that the claim 
Was never rejected, the application was nev- 
ertheless denied as the Statute of Limitation 
was a valid defense. While a formal rejec- 
tion is necessary to set the short Statute of 
Limitations running, such lack of rejection 
does not prevent the usual six-year period of 
limitation from becoming effective. No pro- 
ceeding to compel payment of his claim hav- 
ing been commenced by the petitioner until 
the present application was made on Febru- 
ary 24, 1931, the claim was barred by the 
Statute of Limitations. The application was 
therefore denied.— Matter of Alpeon. Surro- 
gate’s Court, Kings County, New York. De- 
cided May 8, 1951, 


WILL CONSTRUCTION 
(Where partially ambiguous words 
are used in a will, they will be inter- 
preted in their primary sense.) 

In this accounting proceeding, a question 
of construction is raised. The testator died 
in 1919, survived by his granddaughter Mar- 
celle Roth as his only next of kin. By para- 
graph fourth of his will he made her the 
beneficiary for life of a trust fund of $50,000, 
and by paragraph ninth the beneficiary un- 
der a trust of a part of his residuary estate, 
after a primary life estate of the entire resi- 
due for the benefit of his wife. The prin- 
cipal of these trusts upon the death of Mar- 
celle he directed should be divided equally 
among her issue, share and share alike, 
should she die leaving issue. He then pro- 
vided with respect to the fund of $50,000 
for the contingency of the death of his grand- 
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daughter leaving no issue as_ follows: 
“Should the said Marcelle die without leav- 
ing issue ‘her surviving,’ then said principal 
sum of $50,000 shall be divided between my 
next of kin ‘me surviving’ excluding my 
father, according to the laws of the State 
of New York governing the distribution of 
decedents’ estates, as though I had died in- 
testate.’ In practically identical language 
he made similar provision in such contin- 
gency for the distribution of the principal of 
the portion of the residue held in trust for 
Marcelle. Carrie Roth, the testator’s wife, 
who survived him, died in 1922. Their grand- 
daughter, Marcelle Roth (Stadelmann), died 
in 1930, leaving no issue. The question of 
construction was whether the next of kin 
of the testator living at the date of his death, 
or those living at the death of Marcelle, take 
the remainders. 

It was held that the testator used the 
words “next-of-kin” in their primary sense, 
intending to confine the class to those liv- 
ing at the date of his death. Here the lan- 
guage of the will is clear and unambiguous. 
The principal was to go to his next of kin 
“me surviving.’ These words, following as 
they do, in juxtaposition the words “her 
surviving,” are strongly significant and mus: 
be given their ordinary and natural mean- 
ing of survivorship at the date of his death. 
The testator’s granddaughter, Marcelle, alone 
falls within the description of the class, as 
fixed by the testator himself, of his next of 
kin living at the date of his death. Had he 
intended to exclude her, as he specifically did 
in the case of his father, he could have done 
so by express provision.—Estate of Emile H. 
Roth, New York County Surrogate’s Court. 


Dale Graham, formerly second vice-presi- 
dent of the Chase National Bank of New York 
has been elected cashier of the Canal Bank 
and Trust Company of New Orleans. 


OFFICERS 
JOHN 8. ROSSELL, Chairman of the Board 
LEVI L. MALONEY, President 
CHAS, B, EVANS, Vice-President 
WILLARD SPRINGER, Vice-President 
HARRY J. ELLISON, Vice-Pres. & Trust Officer 
THOMAS J. MOWBRAY, Vice-Pres. & Treasurer 


DEALING WITH STOCK OF CLOSED 

CORPORATIONS IN TRUST ESTATES 

Quite apart from considerations of diver- 
sification, shares of a closed corporation are 
generally ill-adapted to the requirements of 
a trust fund calculated to provide for the 
support, maintenance or education of de- 
pendents. That is the conclusion submitted 
by F. J. Campbell, assistant vice-president 
of the Wells-Fargo Bank and Union Trust 
Company of San Francisco, in an address on 
the subject of shares in closed corporations 
which are received in trust estates, delivered 
at the recent annual meeting of the Trust 
Section of the California Bankers Associa- 
tion. “No other matter is apt to provoke 
so much criticism of a trustee by beneficiar- 
ies,’ continued Mr. Campbell, “as the dis- 
posal or proposed disposal, of such shares 
belonging to an estate.” To provide an op- 
portunity for a son, to perpetuate a name, or 
for some other sentimental reason the trus- 
tee may be importuned to retain the shares. 
But a retention based on what appears to 
be either the mistaken zeal or at best the 
mistaken judgment of beneficiaries is indeed 
precarious, for invariably it cannot be sus- 
stained by any of the more vital considera- 
tions of prudence that the situation demands. 

However satisfactorily the affairs of a 
closed corporation may be conducted, a 
trustee will find itself faced by these propo- 
sitions: That the asset is speculative in char- 
acter; That the objective of the trustee must 
be conservation of the fund; That there is 
but a remote possibility that anyone not con- 
nected with the corporation can be induced 
to purchase the shares, unless other stock- 
holders will so cooperate that the business 
as a whole, or at least a majority in amount 
of the shares, can be offered on terms that 
may attract another organization. 

“These propositions generally argue that 
the trustee should sell the shares at the first 
opportunity, provided a fair value is ob- 
tainable.”’ 
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DOVER TRUST COMPANY CELEBRATES 
30TH ANNIVERSARY 


The Dover Trust Company of Dover, N. J., 
celebrated its thirtieth anniversary on June 
9th with a dinner to employees and _ stock- 
holders at Bon Air Lodge on Lake Hopat- 


cong, N. J., attended by over 200 guests. 
Leopold A. Chambliss, assistant vice-presi- 
dent, Fidelity Union Trust Company of 


Newark. was the speaker of the evening, and 
he talked on “Some Aspects of Modern 
Banking.” He handled the subject from the 
point of view that advertising is one of the 
modern banking developments, and that “di- 
rect by mouth” advertising, a force which 
has been little used in the past, would be 
a most powerful factor, if properly used, in 
the future. He emphasized the power of 
“word of mouth” advertising which a gather- 
ing such as that represented at the dinner 
could exercise; and he then discussed some 
of the problems of the modern bank which 
could be favorably discussed publicly by 
stockholders and others, such as the prob- 
lem of interest rates, increased bank bal- 
ances to eliminate service charges, and the 
growth of the trust department. 

Emil G. Kattermann, president of the 
Dover Trust Company, presided. He trace 
the growth of the bank during the past 
thirty years and its dual purpose of paying 
dividends and adding constantly to surplus. 
The presidents of the other Dover banks 
were at the speakers’ table and were intro- 
duced to the audience. In addition to Mr. 
Kattermann, the officers of the bank are: 
EK. W. Rosevear, vice-president; Max Heller, 
vice-president ; W. J. McElroy, secretary and 
treasurer; C. F. Buck, trust officer. 


Directors of the Manufacturers & Traders 
Trust Company of Buffalo, have set up a 
special reserve of $6,000,000 for contingen- 
cies. 

The expert team of the Fidelity-Philadel- 
phia Trust Company has again won the 
championship in tests conducted by the Bank 
Guard Revolver League of Philadelphia. 

Beecher M. Crouse, vice-chairman of the 
board and former president of the First 
Bank & Trust Company of Utica, N. Y., has 
been elected a director of the New York 
Telephone Company. 

Formation of a clearing house for Queens 
County banks was recently recommended to 
the Queens County Bankers Association of 
New York. 

Henry Colvin, vice-president of the Manu- 
facturers’ National Bank of Troy, N. Y. has 
been appointed trust officer to succeed the 
late Frank E. Norton. 
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LEGALITY OF INSURED SAVINGS PLAN 
APPROVED 

The Attorney General of the State of 
New York has rendered an opinion to the 
effect that a revised plan for combining regu- 
lar savings with life insurance, formulated 
by President Edward A. Richards of the 
Kast New York Savings Bank, meets the re- 
quirements of state law and is thyrefore 
legal. A previously submitted plan was de- 
clared to be illegal under a section of the 
New York banking law on the ground that 
it involved the use of group insurance and 
that the saver becomes the borrower from 
the bank. These objections have been de- 
leted. The new plan calls for an agreement 
on the part of the depositor to deposit a defi- 
nite amount per month until the face of the 
certificate is accumulated. The certificate is 
issued pursuant to the enabling section of 
the banking law. The depositor procures life 
insurance and directs, in case of his death. 
that the proceeds of the same be deposited 
in the savings bank and to the credit of his 
account and the bank simply agrees to credit 
the insured saver’s account with the proceeds 
of such life insurance. 


OREGON BLAZES LEGISLATIVE TRAILS 
(Continued from page 813) 

my mind and from my experience I believe 

that our legislation on this point is wise 

as over a period of years the premiums and 

discounts should just about balance each 

other. 

There was introduced in the Oregon legis- 
lation two bills defining the practice of law 
which bills were adverse to the operation 
and development of the corporate trust busi- 
ness. There was also introduced a bill pro- 
hibiting the solicitation of corporate trust 
appointments. One of the bills defining the 
practice of law was amended considerably 
but failed to pass in the body in which it 
originated. The other bill defining the prac- 
tice of law together with the anti-solicitation 
bill was brought out for passage in the body 
of origination but were re-referred to a com- 
mittee from which they never again emerged, 
so we had no adverse legislation adopted. 


fe fe ee 
John P. Boylan, president and general 


manager of the Rochester Telephone Corp., 
has been elected a director of the Lincoln- 
Alliance Bank & Trust Company at Roches- 
ter, N. X. 

Los Angeles has been selected for the 1932 
convention of the American Institute of Bank- 
ing. 
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CONNECTICUT MUTUAL LIFE CELE- 
BRATES 85TH ANNIVERSARY 
Typical in its 
growth of the best traditions of life insur- 
ance business, the Connecticut Mutual Life 


progressive policies and 


Insurance Company, with head office at 
Hartford, recently celebrated its eighty-fifth 
anniversary with a four-day convention. 
Back in 1846, on June 12th, Governor Isaac 
Toucey of Connecticut signed a bill grant- 
ing a charter to the Connecticut Mutual Life 
Insurance Company. Eighty-five years later 
to the very day, the present governor of 
Connecticut, Wilbur L. Cross, commemorated 
the anniversary in an address to the assem- 
bled officials, agents and members of the 
home office staff in the spacious auditorium 
of the home office in Hartford. At this meet- 
ing President James Lee Loomis presented 
medallions to twenty-four Connecticut Mu- 
tual agents in honor of their long periods of 
service with the company. Among others 
honored for long service was Benjamin W. 
Loveland, supervisor of claims, who com- 
pleted fifty years of uninterrupted associa- 
tion with the company on May 27th. 

The anniversary celebration was the cli- 
max of a four day convention. The three 
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days of business sessions were held in the 
attractively located Hotel Griswold, New 
London. Most of the addresses and discus- 
sions were devoted to sales topics and the 
dominating spirit among the participants 
was one of confidence and enthusiastic plan- 
ning. Among those on the program were 
President James Lee Loomis, vice-president 
Peter M. Fraser, and Assistant Secretary 
Leslie R. Martin, several of the company’s 
general agents and outstanding salesmen, 
and two other prominent speakers well 
known in life insurance circles, Charles C. 
Gilman of Boston, and Leon Gilbert Simon 
of New York. President Loomis at the open- 
ing of the meeting presented trophies to sev- 
eral leading agents. 


“Sales Talk for Selling a Life Insurance 
Trust” is the title of a booklet prepared by 
the Connecticut Mutual Life Insurance Com- 
pany of Hartford, Conn. This is exception- 
ally valuable to trust officers in giving a 
sales demonstration of how trust business 
ean be sold in conjunction with a life un- 
derwriter and readers of Trust COMPANIES 
are invited to send for copy. 
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NATHAN S. JONAS RELINQUISHES CHAIRMANSHIP OF MANUFAC- 
TURERS TRUST COMPANY OF NEW YORK 


In order to secure release from active du- 
ties and to repair his health, Nathan S. 
Jonas tendered his resignation as chairman 
of the board of the Manufacturers Trust 
Company of New York at a meeting of the 
board on June 18th, to take effect on August 
1, 1931. The resignation was accepted with 
many expressions of regret. While relieved 
of official tasks Mr. Jonas will continue as 
a director and a member of the Executive 
Committee of the company. 

Mr. Jonas’s retirement comes at the com- 
pletion of twenty-five years of service as 
founder, president and in recent years as 
chairman of the board of directors of the 
Manufacturers Trust Company. He built up 
the company from a small bank located in 
Brooklyn to one of the largest metropolitan 
banks in New York City. With the assistance 
of a number of mergers the company ex- 
panded its services through the establish- 
ment of unit forces in forty-five different lc 
eations. An unusually cordial loyalty was 
given to Mr. Jonas during his many years 
of service, by associates, directors and em- 
ployees. 

The Manufacturers Trust Company has an 
unbroken cash dividend record since 1910. 
The company is a member of the Federal 
Reserve System and became a member 0: 
the New York Clearing House Association 
in December, last year. At about the same 
time Harvey D. Gibson relinquished his of- 
fice as chairman of the executive committee 
of the New York Trust Company, to become 
president of the Manufacturers Trust Com- 
pany, succeeding Henry C. Von Elm who was 
elected vice-chairman of the board. It is 
noteworthy that during the period of general 
deposit decline earlier this year, the March 
25th financial statement of the company 
showed an increase in net deposits during 


the first quarter, from $198,554,000 to $209,- 
429,000 as well as substantial gain in sur- 
plus and undivided profits. 

In yielding up the chairmanship of the 
Manufacturers Trust Company, Mr. Jonas 
carries with him the affectionate regard of 
his associates and of the personnel of the 
company. Mr. Jonas deserves the rest he 
seeks, not only for reasons of health, but 
also because of his many years of activity. 
Notwithstanding his official labors Mr. Jonas 
has been foremost in charitable and welfare 
activities, especially in Brooklyn. 


NATHAN S. JONAS 


Who has resigned as Chairman of the Manufacturers 
Trust Company of New York but continues as director 
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CONCLAVE OF OFFICERS AND DIREC- 
TORS OF THE MARINE MIDLAND 
GROUP, INC., OF NEW YORK 
A feature of the Marine Midland Group, 
Ine., which coordinates the activities of six- 
teen flourishing and important banking and 
trust company units located in western New 
York and headed by the Marine Trust Com- 
pany of Buffalo, is the close cooperation 
maintained between the various institutions. 
The controlling stock interest in these mem- 
bers of the group is represented in the Ma- 
rine Midland Corporation. The resources of 
the units in the group aggregate over $586,- 

000,000. 

Aside from the continuous and systematic 
contacts established between these banks and 
trust companies, which retain their individ- 
ual management, there is an annual confer- 
ence at which officers and directors assemble 
to discuss general policies and to profit from 
their common fund of experience. The latest 
gathering was at Binghamton, where the 
officers and directors were guests of the Peo- 
ples Trust Company of that city, the Work- 
ers Trust Company of Johnson City and the 
Cortland Trust Company. The guest of 
honor was George F. Rand, president of the 
Marine Trust Company of Buffalo and chair- 
man of the Marine Midland Corporation. 

Announcement was made recently by Pres- 
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ident George E. Becker of the Marine Mid- 
land Group, Ine. that negotiations were in 
progress for the purchase by the corporation 
of the Northern New York Trust Company of 
Watertown and the First and Second Nation- 
al Bank of Oswego. 


S. Sloan Colt, vice-president of the Bank- 
ers Trust Company, New York, and John 
K. Ottley, president of the First National 
Bank of Atlanta, Ga., have been elected 
trustees of the Mutual Life Insurance Com- 
pany, to fill vacancies. 


OFFICERS AND DIRECTORS OF MARINE MIDLAND Group, INC. AT RECENT ANNUAL CONFERENCE, 
HEADED BY GEORGE F.. RAND 
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CLAUDE A. CAMPBELL.... Vice-president and Secretary 
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BOG LLANDGRA «0s cccccccovecs Assistant Secretary 


OFFICIAL CHANGES AT FULTON TRUST 
COMPANY OF NEW YORK 
Arthur J. Morris, who has devoted prac- 
tically his entire business career with the 
Fulton Trust Company of New York, start- 
ing as messenger thirty years ago, was elec- 
ted senior vice-president and trust officer 
at a recent meeting of the board. At the 
same meeting John Brooks was appointed 
assistant trust officer, and the directors re- 
ceived with expressions of regret and trib- 


ute for faithful service, the resignation of 
Charles M. Van Kleeck, who had been as- 


sociated with the Fulton Trust Company for 
thirty-eight years. 

Mr. Morris was advanced from vice-presi- 
dent to senior vice-president, and it is be- 
cause of the growth of the trust department, 





ARTHUR J. MORRIS 


R. P. WHITEHEAD.Asst. Sec’y and Asst. Trust Officer 


JAMES W. ECKENRODE........... Assistant Treasurer 
ARTHUR W. WEBER.Asst. Sec’y and Asst. Trust Officer 
LESTER S. FOUGHT.............Assistant Treasurer 


J. RAYMOND MuURPHY . Assistant Treasurer 
Lewis G. CHRISTMAN.Asst. Sec’y and Asst. Tr. Officer 
FERDINAND G. MEIER...Asst. Sec’y and Comptroller 
WapveE S. FENTON......... .....-Assistant Secretary 
ARTHUR H. LODGE “ ...Assistant Treasurer 











particularly in the last five years, that the 
directors, in making Mr. Morris senior vice- 
president, also appointed him trust officer. 
The assets of the Trust Department have 
more than tripled since 1925. During his 
progress in the trust company, Mr. Morris 


has served in every department, and_ his 
training under Henry C. Swords, its late 
president, has been along the conservative 


lines that have given the Fulton Trust Com- 
pany the high standing it enjoys in banking 


circles, and under Mr. Edmund PT. Rogers, 
the present president, those policies have 


been developed along progressive lines. 
John Brooks, who was appointed assistant 
trust officer, came to the Fulton Trust Com- 
pany from the Bankers Trust Company. 
where he had been employed since the 
autumn of 1923. For two years Mr. Brooks 
was in the Paris office of the Bankers Trust 
Company in the individual investment 
partment. He is a graduate of Yale. 


de- 


JUDGE FREDERICK LINCOLN SIDDONS 

The Supreme Court of the District of Co- 
lumbia and the judicial fraternity in gen- 
eral, lost one of its most highly respected fig- 
ures in the recent death of Frederick Lin- 
coln Siddons, associate justice and dean of 
the highest tribunal of the District. Judge 
Siddons was active in important judicial 
duties up to within a few hours of his death. 
Ee was identified during his career on the 
bench with many important cases of nation- 
wide interest and leaves a brilliant record. 
He was presiding justice in the trial of 
Harry Sinclair in the Teapot Dome litiga- 
tion. 

Judge Siddons is survived by his widow, 
a son and a daughter. His son, Frederick 
P. H. Siddons is well known in banking and 


trust company circles as secretary of the 
American Security and Trust Company of 
Washington, D. C., and at the time of his 


father’s death was attending the convention 
of the District Bankers’ Association. 
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REPRESENTATION 
IN CHICAGO 


NEW DIRECTORS AT MISSISSIPPI VALLEY 
TRUST COMPANY 

Announcement has been made of the elec- 
tion of Charles M. Huttig, president of the 
St. Louis Lumber Company and of William 
J. Bramman, executive vice-president of the 
Mississippi Valley Trust Company, as mem- 
bers of the board of directors. 

Mr. Bramman began his banking 
as a messenger for the Merchants Laclede 
National Bank in 1905. He had advanced 
to senior vice-president of that institution at 
the time of its merger, July, 1929, with the 
Mississippi Valley Trust Company and the 
State National Bank, and he became there- 
after one of the ranking vice-presidents of 
the consolidated institution. He was elected 
executive vice-president of the Mississippi 
Valley in February of this year. 

sramman is a native St. Louisan and 
widely known in the American Bankers As- 
sociation, and is also a member of the Re- 
serve City Bankers Association. 

Activities in the various departments of 
the Mississippi Valley Trust Company re- 
flect steady growth. This is especially true 
as to the operations of the trust depart- 
ment which is receiving new appointments 
at a rate that compares favorably with the 
best records of previous years. The latest 
official financial statement of the company 
in March showed total banking resources of 
$S7,SS8.000 with deposits of $77,121,000. 


career 


Won. J. BRAMMAN 


Executive Vice-president of the Mississippif Valley Trust 
Company of St. Louis 


Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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She 
WASHINGTON LOAN 
and TRUST COMPANY 


WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


F Street at 9th, N. W. 
17th St. at G, N. W. 


Resources over 
$21,000,000.00 


JOHN B. LARNER 


President 


BUSINESS LIFE INSURANCE TRUSTS GROWING IN POPULARITY 


At a time like the present when business 
houses, close corporations and partnerships 
are encountering the impact of depression, 
the need and advantages of some plan fur- 
nishing cash to liquidate the interests of a 
deceased partner or stockholder, whenever 
that becomes necessary, has created a recep- 
tive attitude toward the creation of business 
life insurance trusts. An authoritative and 
widely approved book on the “Business Life 
Insurance Trust” is that published recently 
and the co-authors of which are C. Alison 
Scully, vice-president of the Bank of Man- 
hattan Trust Company of New York and 
Franklin W. Ganse of the John Hancock 
Mutual Life Insurance Company. 

An article appears by Mr. Scully in a re- 
cent issue of The Manhattan Monthly, pub- 
lished by the Bank of Manhattan Trust Com- 
pany, he says in part: 

“Today the accepted method of assuring 
the orderly and adequate retirement of the 
interest of a partner in a firm or a stock- 
holder in a close corporation in case of his 
death is through the establishment of a busi- 
ness life insurance trust by all those having 
substantial proprietary interests in the busi- 
ness. 

“The plan is not a complicated one. The 
principals (partners or stockholders) jointly 
create a trust with a trust company as trus- 
tee. The assets of the trust are insurance 
policies on the lives of the principals de- 
posited with the trustee under a carefully 
drawn agreement. The face amount of the 
policies on the lives of the different parties 
is determined by: 1. The value of their re- 
spective interests in the 2. The 
financial ability of the parties in the pay- 
ment of the life insurance premiums. 

“The advantages of the plan are two-fold: 

“1. It assures ready cash for the retire- 


business ; 


ment of the interest of any principal imme- 
diately upon his death. This advantage ac- 
crues both to the business itself and to the 
family of the deceased. 

“2. It assures the payment of a proper 
price, made up from the insurance proceeds, 
for that interest to the family of the prin- 
cipal. 

“The trust company is the impartial agen- 
ey which under the terms of the agreement 
is pledged to see that these two objects are 
fulfilled.” 


J. CUNLIFFE BULLOCK 


Vice-president of the Industrial Trust Co. of Providence, 
R. I., who has been elected President of the recently organ- 
ized Corporate Fiduciaries Association of Rhode Island 
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JOHN F. SCHMID ELECTED VICE-PRESI- 
DENT OF AMERICAN EXPRESS BANK 
John F. Schmid, until recently vice-presi- 
dent of the Bankers Trust Company of New 
York in charge of its foreign department, 
has been elected vice-president of the Ameri- 
can Express Bank & Trust Company of New ME TR O P O LI TA N 


York, according to an announcement made 


by President Medley G. B. Whelpley. Mr. T R U S T S ERV I C E 


Schmid is internationally known in the for- throughout Ca lifo rnia 
eign banking field. He joined the Bankers 
Trust Company in 1909, at which time, with 
Fred I. Kent, he organized and since then 
has participated actively in the development 
of its foreign banking and commercial de- 
partments. In 1916 he was promoted to the 
office of assistant treasurer, and four years 
later, at the age of thirty-four, he became 
vice-president. Mr. Schmid is a native New * 
Yorker. In his new connection Mr. Schmid 
will devote his time both to commercial 
banking and to the expanding operations of 
the American Express Bank in the accep- 
tance field. Although the bank began opera- 
tions only a little over a year ago with a 
paid-in capital and surplus of $15,000,000, 
in the last report of the American <Accep- 
tance Council it was numbered among the 
first forty banks in the United States in the In 243 California Cities in which 
volume of its acceptance business, The last 

statement showed resources of $54,520,000. iS) there are Bank of America 
branches, you and your clients 
may secure metropolitan fidu- 
ciary service— complete, indi- 
vidual and interested — super- 
vised by the Bank of America 
Trust Departments in Los 


Angeles and San Francisco. 
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For further information, you 
are invited to address our Los 
Angeles or San Francisco offices. 


Bank of America 


National Trust & Savings Association 


CALIFORNIA 


Bank of America National Trust & Savings 
Association... @ National Bank and Bank of 
America...a California State Bank are identical 
in ownership and management...415 


offices in 243 California cities. 
JOHN F. SCHMID 


Who has been elected Vice-president of the American 
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The Cradle of Liberty 


will be the 
Birthplace of New Ideas- 


Come to Boston, Sept. 14-17. 


For sound Financial 

advertising and business 

promotion suggestions 
attend the 


16th Annuat Convention 


FINANCIAL ADVERTISERS ASSN. 


rn about 
“The Bian Force in Finance’ 


FOR BANKS TRUST COMPANIES INVESTMENT COMPANIES 





TRUST 


New York 


WITHIN THE SHADOWS OF WALL 
STREET 

Wall street continues largely a region of 
shadows with few if any lights penetrating 
the gloom, which is accentuated by the low 
business vitality of the midsummer months. 
Evidence of how the mighty have fallen since 
the astonishing volume of daily transactions 
on the New York Stock Exchange during the 
haleyon days before the eclipse of the fall 
of 1929, is the low record made on turnover 
June 17, when transactions fell for the first 
time since November 1, 1926 to below the 
1,000,000 shares mark. Equally impressive 
brokers’ loans to 


is the steady decline in 
$1,419,000,000 as contrasted with the high of 


$6,804,000,000 on October 2, 1929. 

As compared with the high average of 50 
leading railroad and industrial stocks of 
311.90 in 1929 the month of June has regis- 
tered a new low of 112.25 in the progressive 
decline of stock exchange quotations. At 
the end of May, 100 representative common 
stock issues were appraised at $17,438,561,- 
000, or $26,009,384,000 less than the peak of 
the bull market in 1929. 

While shorts and the bears continue in the 
saddle on the Stock Exchange the low level 
of daily transactions, aside from uninspiring 
business and industrial conditions, is also in- 
fluenced by the strict surveillance conducted 
by the Stock Exchange authorities as _ to 
short selling. The questionnaire sent out by 
the Exchange recently to ascertain the size 
of short interest is one of a number of meas- 
ures adopted to counteract the criticisms 
which are becoming more insistent as to the 
influence of professional floor trading. 

Money rates on call, time loans and com- 
mercial paper, continue to range the lowest 
since the establishment of the Federal Re- 
serve System. As for general developments 
in the business and industrial situation, there 
is cold comfort in the assurance from Roger 
W. Babson, who is willing to stake his repu- 
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tation “that business has seen its worst; 
that, although the change will be slow it will 
be in the right direction and that within a 
reasonable time this country will again enter 
a period of marked prosperity.’ Meanwhile 
the appeal of the railroads for higher rates, 
President Hoover's speech at Indianapolis, 
and the proposed moratorium on war debts, 
are matters of most current interest. 


BANK OF NEW YORK & TRUST COMPANY -° 
NEARING ONE AND ONE HALF 
CENTURY MARK 


Two years hence, The Bank of New York 
& Trust Company will be celebrating the 
150th year of its corporate existence, and 
a constantly increasing scope of banking 
and trust company service. To trace the 
progressive history of this bank it is neces- 
sary to go back to the year 1784 when on 
June 9th the old Bank of New York opened 
its doors for business, following a meeting 
of those interested at the Merchant’s Coffee 
House, at that time the retreat of business 
men and bankers. The constitution under 
which The Bank of New York and Trust 
Company has continued to operate all these 
years, with such amendments as required by 
statute from time to time, was drafted by 
Alexander Hamilton. 

In 1922 the old Bank of New York, a mer- 
chants’ bank, was merged with the New York 
Life Insurance & Trust Company which was 
founded in 1880. An important change in 
executive management recently effected at 
The Bank of New York & Trust Company 
was the election of John C. Traphagen as 
president, succeeding Edwin G. Merrill, who 
has become chairman of the board and will 
actively continue in the direction and gen- 
eral policies of the bank. Aside from the 
large volume of trust and estate funds ad- 
ministered the bank reported in its last of- 
ficial statement banking resources of $128,- 
000,000 ; deposits, $97,000,000 ; capital, $6,000,- 
000; surplus and undivided profits, $14,363,- 
000. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Daily Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 
COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 


HOBOKEN and BAYONNE 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 











CONSOLIDATION OF CHASE NATIONAL | ings Bank of Chicago. This step will enable 


INVESTMENT AFFILIATES 

Regarded as indicative of a trend toward 
a greater degree of consolidation among in- 
vestment subsidiaries of banks and _ trust 
companies as well as of their holdings, is 
the recent official announcement of the com- 
pletion of plans for the merger of the Chase 
Securities Corporation with the bond house 
of Harris, Forbes & Company. This plan fol- 
lows upon the acquisition of control of Har- 
ris, Forbes & Company last fall by the Chase 
Securities Corporation, which have thus far 
continued to operate as separate organiza- 
tions. 

A new corporation will be formed, the 
Chase-Harris Forbes Corporation, which will 
acquire the present assets of the Chase Se- 
curities Corporation and of Harris-Forbes. 
The charter of the Chase Securities Corpo- 
ration will be retained and the company will 
operate as a holding company. The stock of 
the Chase-Harris Forbes Corporation will be 
linked with that of the Chase National Bank. 

The consolidation will result in the elimi- 
nation of a great amount of duplication be- 
tween the two organizations. Both compa- 
nies have large organizations. The 
Chase Securities Corporation, which now has 
a capital of $125,000,000, was formed in 1917. 
Harris, Forbes & Company was organized 
in 1882 in Chicago, and in 1890 a New York 
office was acquired. 


sales 


N. W. HARRIS & COMPANY OF CHICAGO 
TO ENTER NEW YORK FIELD 


As a result of the merger of the New York 
investment house of Harris, Forbes & Com- 
pany with the Chase Securities Company, in- 
vestment affiliate of the Chase National 
Bank, plans are in progress for the estab- 
lishment of a New York office by N. W. Har- 
ris & Company, which the bond invest- 
ment subsidiary of the Harris Trust & Sav- 


is 


the Harris interests of Chicago to conduct 
their distribution and investment financing 


directly through their own organization in 
New York which formerly operated 
through Harris, Forbes & Company. The 
Harris Trust & Savings Bank of Chicago, 
through N. W. Harris & Company, has be- 
come one of the largest distributors of secu- 
rities originating in Chicago and the west- 
ern territory, many of which have been is- 
sued by the company. 

N. W. Harris & Company is one of the 
oldest bond houses in the country and has 


was 


for many years been among the foremost 
investment and financing organizations in 


Chicago. It was organized nearly fifty years 
ago by the elder N. W. Harris and the Har- 
ris Trust & Savings Bank of Chicago was 
formed in 1907 as an outgrowth of this com- 
pany. Close association was maintained be- 
tween the Harris Trust & Savings Bank and 
its bond affiliate with the New York house 
of Harris, Forbes & Company. 


APPOINTMENTS FOR BANK OF MAN- 
HATTAN TRUST COMPANY 

The Bank of Manhattan Trust Company 
of New York has been appointed transfer 
agent for 250,000 shares of Common stock 
of Time, Incorporated, and trustee for an 
issue of $20,000,000 three year 4% per 
cent Gold Notes of Illinois Central Rail- 
road Company, and also as registrar for the 
common stock of General Leather Company, 
has been authorized to register an additional 
40,000 shares of said stock. 


Jacob H. Herzog has been elected presi- 
dent of the National Commercial Bank & 
Trust Company of Albany, N. Y., succeeding 
Robert C. Pruyn, who becomes chairman of 
the board. William L. Gillespie has been 
elected executive vice-president. 
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The Oldest Trust Company 


861 


in “Massachusetts 


Established 1868 
and its afhliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 





ALEXANDER S. WEBB ELECTED VICE- 
PRESIDENT BANK OF MANHATTAN 
TRUST COMPANY 

Alexander S. Webb, who was president of 
the Seward National Bank & Trust Com- 
pany which was recently acquired by the 
Manhattan Company and merged with the 
Bank of Manhattan Trust Company on May 
21, has been elected a vice-president of the 
trust company. Announcement is also made 
of the election of Arnold F. Smith and Ralph 
C. Cook as assistant treasurers, who will be 
associated with Mr. Webb in conducting the 
Manhattan office at Park avenue and 32d 
street, formerly the main office of the Seward 
National. 

The Manhattan Company pistol team re- 
cently won the annual contest among New 
York bank teams for a cup, donated by the 
Crescent Club. The first contest, which was 
held last year, was won by the New York 
Trust Company. The winner for three years 
will clinch the ownership of the cup. The 
Winning team was composed of J. L. Thomp- 
son, captain, Herman Sutter, Edwin B. Gar- 
gel, Joseph Korr and George Glenn. 


OFFICERS OF NEW YORK CHAPTER, 
A. 4B. 

Following are the officers for the ensuing 
year elected at the annual meeting of the 
New York Chapter of the American Insti- 
tute of Banking. President, Lawrence C. 
Freer, Chase National Bank; first vice-presi- 
dent, Arthur Gardner, Bankers Trust Com- 
pany; second vice-president, George T, New- 
ell, Manufacturers Trust Company; treas- 
urer, J. Vincent O’Neill, National City Bank ; 
chief counsel, Daniel Schmeidler, Brooklyn 
Trust Company. 


Progress is reported on plans for merger 
of the Continental Bank & Trust Company 
of New York with the International Trust 
Company, combining deposits of $33,000,000. 





BROOKLYN TRUST COMPANY’S RECORD 

The Brooklyn Trust Company, organized 
in 1866, has an unbroken dividend record of 
over fifty years. Organized with an initial 
capital of $150,000, the March 1931 financial 
statement shows capital of $8,200,000; sur- 
plus and profits of $21,086,300, with resources 
of $189,600,000 and deposits of $128,000,000. 
Under the administration of President Mc- 
Laughlin the facilities of the company have 
been rapidly expanded, especially in the ex- 
tension of branches which number thirty 
favorable locations, serving every important 
section in Brooklyn and in the financial dis- 
trict of Manhattan. An important feature 
of new service is that provided by the opera- 
tion of the so-called “composite fund” which 
affords broader latitude for safe and profit- 
able investment of trust funds ranging in> 
amounts from $500 and up. 

The Brooklyn Trust Company at its recent 
meeting of directors declared the regular 
quarterly dividend of $5 per share. This is 
the two hundredth consecutive dividend paid 
by the company which has an uninterrupted 
dividend record since 1879. 

ELECTED VICE-PRESIDENT OF 
BROOKMIRE 

After five years association with the Irv- 
ing Trust Company of New York as invest- 
ment advisor, Doctor Walter E. Lagerquist 
has joined the Brookmire Economic Service 
as vice-president. In 1930 Doctor Lagerquist 
spent six months in Columbia, South Amer- 
ica, as a member of a special financial com- 
mission to the national government at Bo- 
gota, Columbia. With degrees of A.B., M.A. 
and Ph.D. from Yale, Doctor Lagerquist has 
a rich background of fourteen years’ educa- 
tional work. He was professor of economics 
at Beloit College, professor of finance at 
Cornell University and director of the grad- 
uate school at Northwestern University. He 
is also the author of well known books on 
finance and economics. 
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THREE NEW VICE-PRESIDENTS FOR NEW 
YORK TITLE & MORTGAGE CO. 

The New York Title & Mortgage Company 
announces the appointment of three vice- 
presidents: Harold I. Cross, in charge of 
the Brooklyn office; Floyd W. Davis, in 
charge of title applications, and Joseph C. 
Shields, in charge of mortgage sales. 

Mr. Shields and Mr. Davis have been with 
the company for many years and were for- 
merly assistant vice-presidents. Mr. Cross 
is new with the company, but is well known 
in real estate and financial circles in Brook- 
lyn and Queens County. 

Floyd W. Davis was born in Brooklyn and 
has been identified with the leading Title 


Companies of New York for a period of 
thirty-one years, and for the past twenty-five 
years has been connected with the New 
York Title & Mortgage Company. He is in 


charge of the title department, handling the 
reception of applications for title examina- 
tion, guaranteed searches and tax depart- 
ment business. 

Mr. Cross is in charge of the company’s 
Brooklyn office. He was born in New York 


and is a graduate of Hamilton College. For 
the past ten years he has been identified 


with real estate and mortgage activities in 
Brooklyn and Manhattan and was formerly 
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vice-president of the Long 
Corporation of Jamaica. 
Mr. Shields graduated at the University 
of Pennsylvania and entered the employ of 
the New York Title & Mortgage Company in 
1910. He 


Island Finance 


has served in every department 
of the company, and at the present time, is 
general sales manager. He is a member 
of the Bankers Club of America, of the 


Chamber of Commerce of the State of New 
York, and of the University of Pennsylvania 
Club of New York. 
IMPORTANT TITLE OPERATION 
The New York Title & Mortgage Com- 
pany, a unit of the Manhattan Company of 
New York, has taken title, through its sub- 
sidiary, Land Estates, Inc., to the property 
at 92 Liberty street, comprising the entire 
block bounded by Liberty, Cedar and Temple 
streets and Trinity place. The greater part 
of it is occupied by the 21-story Fidelity & 
Casualty Building which hereafter will be 
known as 92 Liberty street. The property 
has an assessed yaluation of $1,750,000. 


George F. Baker, chairman of the board of 
the First National Bank of New York, has 
been elected a trustee of the Consolidated 
Gas Company, to fill the vacancy caused by 
the death of his father. 





New Vice-presidents at New York Title & Mortgage Company 
HAROLD I. Cross 


FLoyp W. Davis 


JOSEPH C. SHIELDS 
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APPOINTMENTS AT NATIONAL 
CITY BANK 


Robert E, Dowling, president of the City 
Investing Company and a trustee of the East 
River Savings Bank, has been elected to the 
board of the National City Bank. Charles 
C. Hilliard has been appointed an assistant 
vice-president of the institution. Henry A. 
Koelsch, Jr., assistant vice-president of the 
National City Bank, has been appointed to 
take charge of the institution’s two London 
branches. Mr. Koelsch has been affiliated 
with the bank since 1909 and for six years 
was manager of the West End 
London. 

The National City Company has elected 
the following executives: Hendrik R. Jolles, 
vice-president ; Gordon M, Morrier, resident 
vice-president with headquarters in London, 
and Henry Mann, resident vice-president 
with headquarters in Berlin. 


branch in 


SUCCESSOR TO CLOSED NEW YORK 
BANK OPENS FOR BUSINESS 

The Mercantile Bank & Trust Company, 
as successor to the Chelsea Bank & Trust 
Company, which was closed last December, 
has opened for business with head office at 
Eighth avenue and Thirty-sixth street and 
conducting four branches in Manhattan and 
Bronx. Howell M. Stillman, former vice- 
president of the Chase National Bank, is 
president, with J. E. Brulatour as chairman 
of the board, William A. Loeb, vice-president, 
and Harry S. Groh, secretary and treasurer. 
Capital and surplus is $1,500,000. The new 
bank has been admitted to membership in 
the Federal Reserve. 


WESTERN NEW YORK FIDUCIARIES ASS’N 

Samuel G. Easterbrook, S. Grove McClel- 
lan and A. Clinton Livingston, of Buffalo, 
Clyde Brown, of Cuba, and Warren Hoy, of 
Salamanea, all of whom are trust officers in 
Western New York banks, have been elected 
members of the executive committee of the 
Western New York Fiduciaries Association. 


The Guaranty Trust Company of New 
York has been appointed trustee, New York 
paying agent and registrar for Dominion Gas 
& Electric Company first lien and collateral 
gold bonds, and transfer agent for an ad- 
ditional 78,161 shares of no par yalue com- 
mon capital stock of the American Gas & 
Electric Company. 

Charles A. Dana, president of Spicer 
Manufacturing Company, has been elected a 
director of the Manufacturers Trust 
pany, New York. 


Com- 


DELMONICO 


PARK AVENUE AT 59th 
New York City 


A Distinguished New York 


Residence and Restaurant 


John F. Sanderson 


Manager 





MORTIMER L. SCHIFF 

Mortimer L. Schiff, for thirty-one years a 
partner of the banking firm of Kuhn, Loeb 
& Co. of New York and succeeding to the in- 
terests of his father. the late Jacob H. Schiff, 
in that firm, died on June 4th, at his home 


in Oyster Bay. He was a director and as- 
sociated with a number of corporations and 
financial institutions, including the Chemical 
Bank & Trust Company, Western Union Tel- 
egraph Company, American Railway Express 
Company, the American and Continental 
Corporation and others. His philanthropies 
were numerous, 

The will of Mr. Schiff included provisions 
for charitable and kindred bequests amount- 
ing to over $1,000,000. The bulk of the es- 
tate goes to the widow and son and daugh- 
ter. A bequest of $100,000 is provided for 
the Boy Scouts of America, of which Mr. 
Schiff was president. The executors of the 
estate are the son, John Mortimer Schiff, 
and Felix M. Warburg and Casimir I. Stra- 
lem, both brothers-in-law of the testator. 


Frank S. Thomas, a vice-president of the 
Genesee Valley Trust Company, at Rochester, 
N. Y., has been elected a director. 
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PROVEN PRINCIPLES OF SAFETY IN 
MORTGAGE FINANCING 

Among those who raised warning voices 
against reckless and speculative real estate 
loan and mortgage operations, uttered in 
good season but unheeded, is Thomas M. 
Hurd, president of the Lawyers Mortgage 
Company of New York. The day of reckon- 
ing which he forecast has surely come, as 
shown by the large volume of real estate 
mortgage securities and bonds in default or 
sadly depreciated in market value. The fact 
that Mr. Hurd practices what he advises is 
amply shown in the record of the Lawyers 
Mortgage Company in this as well as other 
periods of stress within the past thirty-seven 
years and during which period the company 
has never failed to pay every investor full 
principal as well as interest checks. 

The capital and surplus of the Lawyers 
Mortgage Company has grown from $300,000 
to $22,000,000. Outstanding mortgages have 
increased to present total of $430,094,000 and 
are held by more than 25,000 conservative 
investors, including institutional purchasers, 
life insurance companies, trust companies, 
banks and trustees. Lending is restricted to 
Greater New York, Westchester and Nassau 
counties on carefully selected properties and 
on proven basis valuations and safety. 





AN ANSWER TO PESSIMISTS 
The Corporation Trust Company of New 
York, in connection with its incorporation, 


transfer, tax, 
is cheerfully pursuing 
in the belief that 
around the corner. 


legislative 


and other services, 
a policy of expansion 
normal times are just 
The latest extension is 


the opening of a new office in Seattle, Wash., 
to meet the increasing lawyer clientele re- 


quirements 


in the greater 


northwestern 


states and the western Canadian province. 
This is the twenty-fifth office established in 
leading cities throughout the country. The 
twenty-fourth office was recently opened in 


Dallas, Tex. 


Exchange Building, 


The latest new 
Seattle, 


of Marshall Chandler. 


Edgar G. Criswell, 


office is in the 
and in charge 


who has been manager 


of the Financial Department of The World’s 
Work, has been become 
vice-president in Edwin 
specialists in financial advertising. 


John C. Traphagen, 


stockholder and 


Bird Wilson, Ince., 


president of the Bank 


of New York & Trust Company, has been 


elected a member 


Chamber of Commerce. 
National Bank 
has been appointed registrar 
B common voting trust certificates of Burns 


The Chase 


Brothers. 





of the 


New 


York State 


of New York 
for new class 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


American Express Bank & Trust Co.......$10,000,000 
Anglo-South American Trust Co 1,000,000 
Banca Commerciale Italiana Trust Co...... 2,000,000 
Bank of Europe & Trust Co 1,000,000 
Bank of Sicily Trust Co 1,500,000 
Bank of Manhattan Trust Co............. 22,250,000 
Bank of N. Y. & Trust Co................ 6,000,000 
ee be Li  5 Ce 25,000,000 
Bronx County Trust Co 1,550,000 
Brooklyn Trust Co 8,200,000 
Central Hanover Bank and Trust Co....... 21,000,000 
Chemical Bank & Trust Co............... 21,000,000 
City Bank Farmers Trust Co 10,000,000 
Corn Exchange Bank & Trust Co.. .. 15,000,000 
Corporation Trust Co.. ct 1 a ee 500,000 
County Trust Co 4,000,000 
Empire Trust Co 6,000,000 
Se @ a enn CL 
Guaranty Trust Co 90,000,000 
Hibernia Trust Co 3,000,000 
International Trust Co 3,200,000 
Irving Trust Co 50,000,000 
Kings County Trust Co 500,000 
Lawyers Trust Co 3,000,000 
Manufacturers Trust Co.................. 27,500,000 
Marine Midland Trust Co 10,000,000 
New York Trust Co 12,500,000 
Title Guarantee & Trust................. 10,000,000 
Underwriters Trust Co 1,675,000 
ee eS i 1 6 ee 2,000,000 


Surplus and 


Undivided 
Profits, 


Deposits, 


Par 


March 25, 1931 March 25, 1931 


$5,538,400 
733,400 
2,092,700 
819,600 
1,000,000 
54,517,900 
14,368,800 
87,395,200 
1,209,000 
21,086,300 
88,207,800 
43,709,800 
12,828,700 
32,579,200 
120,600 
4,576,400 
8,023,700 
3,426,300 
208,068,600 
2,168,700 
1,995,900 
85,285,400 
6,479,500 
4,526,500 
23,947,700 
9,551,400 
36,051,800 
24,988,800 
1,440,000 
27,672,400 


$25,582,700 
6,387,000 
15,266,000 
12,768,300 
10,892,900 
397,367,800 
95,373,600 
624,060,900 
21,659,600 
128,397,200 
607,017,400 
312,228,000 
40,889,600 
235,566,500 
62,400 
21,976,200 
81 "527,800 
18,285,300 
1,212,101,200 
10,527,900 
8,354,400 
494,154,700 
26,796,500 
21,065,500 
215,944,900 
67,699,900 
278,381,800 
43,167,000 
9,251,600 
56,188,900 


100 
100 
4 


100 


100 
10 
20 

100 
20 
10 
20 
20 


Bid Asked 


195 210 


218 
58 
"923 
540 
9414 
34 
420 
228 
463; 
75% 
101 
"351% 
5014 
350 
445 
115 
14 
34 3234 
2450 2650 
“4014 “4214 
141 146 
12114 12614 
1914 2314 
2650 2850 
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Philadelphia 


Special Correspondence 


SEEKING TO HARMONIZE RELATIONS 
WITH THE BAR 


Due to vigorous and united protest by trust 
company and banking interests of the entire 
commonwealth, the legislature of Pennsyl- 
vania adjourned without taking action be- 
yond recommitment on any of the four bills 
sponsored by members of the bar and which 
were primarily aimed at the imposition of 
drastic restrictions upon trust companies, 
both in the development and performance of 
their legitimate fiduciary functions. In a 
sincere attempt to foster friendly relations 
and mutual understanding with lawyers, 
rather than resort to hostile legislation, the 
Pennsylvania Bankers Association, at its re- 
cent annual meeting, unanimously adopted a 
resolution which authorizes the creation of a 
new standing committee to be known as the 
Committee on Cooperation with the Bar. 
This committee is instructed to negotiate 
with representatives of the state and local 
. bar associations and to impress upon all 
banks and trust companies the diligent ob- 
servance of the “Code of Ethics” agreed upon 
in 1922 between committees of the State Bar 
Association and the Pennsylvania Bankers 
Association. 

The situation in Pennsylvania is a reflec- 
tion of the nationwide campaign conducted 
by bar associations in numerous states and 
which is avowedly directed against the ‘‘un- 
lawful practice of the law” by laymen and 
lay organizations or corporations. The char- 
acter of the bills introduced in this and many 
other state legislatures leaves no doubt that 
they are chiefly designed to restrict the ac- 
tivities of trust companies. The opposition 
in this state, encountered from trust com- 
panies and banks, and frankly expressed at 
legislative hearing in Harrisburg, was based 
on the ground that the bills in question jus- 
tified defeat as constituting class legislation, 
as contrary to public interest and as vitally 
detrimental to the success and earning power 
of each bank and trust company. 

It is deserving of mention that corporate 
fiduciaries generally in Pennsylvania have 
diligently observed the pledges and injunc- 
tions embodied in the “Code of Ethics” and 
under which relations with lawyers have pro- 
gressed peaceably since its adoption nearly 
ten years ago. What is of even more prime 
concern to the people of Pennsylvania is that 
trust administration in this state has pre- 
served an unimpeachable record for efficiency 


Capital and Surplus 
$5,000,000.00 


Trust Funds 
44 Million 


GERMANTOWN 
TRUST 
COMPANY 


CHELTEN AND GERMANTOWN AVES. 


Chestnut Hill Office 
8527 GERMANTOWN AVE. 
Logan Office 
5001 N. Broan St. 


Pelham Office 
6740 GERMANTOWN AVE. 
East Germantown Office 
723 E., CHELTEN AVE, 


“There Is a Local Advantage” 





and reliable service. Today the trust com- 
panies of Pennsylvania have under adminis- 
tration an aggregate of over $5,000,000,000 of 
individual trust business, with corporate 
trusts of $6,300,000,000, not to mention de- 
posits of $2,600,000,000 belonging to 5,500,000 
people. 


Any attempt to cripple or arbitrarily re- 
strict the usefulness of trust companies in 
Pennsylvania, is a matter which must inti- 
mately concern the people of this common- 
wealth. Their record of fidelity and faith- 
ful performance extends over a period of 100 
years. In the January issue of Trust Com- 
PANIES there appeared in an exhibit of trust 
company administration of trusts and estates, 
from official sources throughout the country, 
the report of the Pennsylvania Secretary of 
Janking. The statement appears under date 
of November 5, 1930 from the then Secretary 
of Banking, Peter G. Cameron: “Since I 
have been connected with the Pennsylvania 
Department of Banking, which is some twen- 
ty-four years, I have never known a dollar 
to be lost to a cestue que trust because of 
any mismanagement or malfeasance on the 
part of a trust company under supervision 
of this department.” 
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CONSOLIDATION IN WILKES-BARRE 

One of the most important banking mergers 
of the year in Pennsylvania will become ef- 
fective July Ist when the Miners Bank and 
the Wyoming Valley Trust Company of 
Wilkes-Barre join forces with combined de- 
posits of $25,000,000; capital funds of ap- 
proximately $9,000,000, individual trusts of 
$23,500,000, and corporate trusts of $23,000,- 
000. Fred M. Kirby will continue as chair- 
man of the board. Charles W. Laycock will 
remain as president, and William B. Schaef- 
fer, president of the trust company, will be- 
come a vice-president of the Miners Bank. 
All the directors of the trust company will 
become directors of the Miners Bank and 
the Miners Bank will take over the entire 
personnel of the trust company, 


Edward B. Leisenring has been elected a 
member of the board of directors of the 
Fidelity Philadelphia Trust Company of 
Philadelphia, Pa., to fill the vacancy caused 
by the death of Charles Day. 

At an organization meeting of the board 
of directors of the Philadelphia Chapter, 
American Institute of Banking, Melville M. 
Parker, secretary of the United Security 
Trust Company, was elected president. 
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REDUCTION OF INTEREST RATES ON 
DEPOSITS 


The wisdom of the policy of the Philadel- 
phia Clearing House Association during the 
past year in extending its supervisory influ- 
ence and adding to its membership, is now 
apparent in the strong position of Philadel- 
phia banks and the cooperative effort to en- 
force sound principles of management. In 
line with this policy the Clearing House As- 
sociation, as announced by Chairman Wil- 
liam P. Gest of the Clearing House Commit- 
tee, made effective on June 1st the third re- 
duction in rates of interest paid by members. 
The following rates are now in operation: 

(a). On deposits of other banks, trust 
companies and private bankers located in 
the United States or the Dominion of Can- 
ada, except mutual saving fund associations, 
not exceeding 1 per cent. 

(b). On deposits of mutual saving fund 
associations, not exceeding 1% per cent. 

(c). On deposits or certificates of deposit 
payable on less than thirty days’ notice from 
individuals, firms and corporations, other 
than banks, trust companies, private banks 
and mutual saving fund associations, not ex- 
ceeding 1 per cent. 

(dad). On time certificates of deposit and 
time deposits payable on thirty days’ notice 
or more, not exceeding 2 per cent. 

A recent announcement signed by fourteen 
banks and trust companies with main offices 
in the northern and northeastern sections 
of Philadelphia, makes effective as of July 
Ist a reduction in interest on savings ac; 
counts at the rate of 3 per cent. 


JOSEPH WAYNE ON PENNSYLVANIA 
RAILROAD BOARD 


Joseph Wayne, Jr., president of the Phila- 
delphia National Bank, has been recently 
elected a director of the Pennsylvania Rail- 
road Company. He fills the vacancy created 
by the death of Charles Day. Mr. Wayne is 
also a director of the Philadelphia Federal 
Reserve Bank, president of the Philadelphia 
Clearing House Association and a director 
in a number of industrial enterprises and 
other corporations. 


TAKES OVER TRUST ASSETS 
Officials of the National Bank & Trust 
Company of Connellsville, Pa. announce an 
agreement whereby that company will be- 
come trustee in most of the estates held by 
the trust department of the defunct Title & 
Trust Company of Western Pennsylvania. 
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SOUND LOANING POLICY FOR 
COUNTRY BANKS 

One of the most constructive and timely 
contributions to the subject of sound loaning 
policy to be observed by smaller banks, was 
that made in an address before the Second 
Central Atlantic States Bank Management 
Conference held recently in Washington, 
D. C., by W. Walter Wilson, president of the 
First Milton National Bank of Milton, Pa. 
He said in part: 

“We have all heard of many deplorable 
bank failures in the past few years. The 
causes of bank failures are numerous and 
it is easy to place undue emphasis on any one 
of them, but I think it is safe to say that the 
troubles of the failed banks have been found 
most frequently in the note portfolios and 
further examination proves conclusively that 
in many of the banks which were forced to 
close no thought was given to the policy 
which should be foremost in every banker’s 
mind, namely, a.sound loaning policy. There- 
fore, it seems to me if there ever was a 
time when country banks need to look to 
their lending policy, now is the time. Up 
to this time no standard loaning policy has 
been developed, but I dare say as a result 
of bank management conferences a_ basic 
principle of averages and percentages for 
the guidance of banks in the sound loaning 
of funds will be enunciated. 

“T am in hearty accord with the analysis 
of account program, the installation of the 
service charge, safekeeping fees, adjusted 
interest rates and other fair practices to bol- 
ster earnings. All of these are commendable 
and serve their purpose, but the advantages 
gained through all of them in an entire year 
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may be offset by the careless handling of a 
single loan, The loans are the big things— 
the important things—and any laxity in their 
eare is likely to be very costly. So sound 
judgment in the conduct of the loan depart- 
ment of a bank and adherence to the recog- 
nized principles which have grown up 
through years of practice and have been 
tested and proved should be the guide.” 


PENNSYLVANIA BREVITIES 

Conducting exclusively a trust business, 
the Secranton-Lackawanna Trust Company of 
Scranton, Pa., reports trust funds of $51,- 
726,000 and total resources of $54,530,000. 

The First National Bank of Altoona, Pa., is 
trustee under a fund of $100,000 created by 
Benjamin Cohn, the income of which is being 
distributed to charitable work through the 
Altoona Foundation. 

Roscoe S. Mack has succeeded the late 
John W. Yealy as vice-president of the First 
Savings & Trust Company of Derry, Pa. 

The South Side Bank & Trust Company of 
Seranton, Pa., recently opened its new $200,- 
000 home. The bank began business in 1902 
and the official staff is headed by E. J. Hel- 
riegel, as president. 

Secretary Gordon of the Pennsylvania 
State Banking Department has engaged the 
services of a well known detective agency to 
apprehend persons who are detected in con- 
nection with “whispering campaigns” and 
propaganda intended to start runs on banks. 

The Germantown Trust Company of Phila- 
delphia has opened its new eight-story an- 
nex to the main office at Germantown and 
Chelton avenues. 








CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Central Trust & Savings 
Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Franklin Trust Co 
Germantown Trust 
Girard Trust Co 


Integrity Trust 

Kensington-Security Bank & Trust ... 
Liberty Title & Trust 

Ninth Bank and Trust 

North Philadelphia Trust 

Northern Trust 


2,987,920 
1,300,000 
1,000,000 


8,400,000 
3,200,000 
7,500,000 
3,131,200 

750,000 


Mar. 25, 1931 Mar. 25, 1931 Value 


Surplus and 


Undivided 


Profits, Par Last 


Sale 
$6,321,232 10 
16,135,232 | 23 

116,883,260 517 
10,137,747 100 
29,579,306 28 
22,456,679 46 
87,941,468 133 
17,661,829 60 
60,928,589 85 
18,375,709 350 

7,099,457 200 
22,581,129 40% 
8,226,737 325 

13,079,691 1220 
8,198,700 156 

274,999,785 66 
31,555,069 570 
44,661,251 26% 

6,731,859 
8,942,069 


Date of 
Sale 
6-10-31 
3-11-31 
5-27-31 
9-25-29 
5-27-31 
5-20-31 
5-13-31 
5-20-31 
4-29-31 
5-21-30 
2- 4-31 
2-11-31 
11- 5-30 
4— 9-30 
11-19-30 
6-10-31 
4-22-31 
6- 3-31 


Deposits, 


$1,966,170 
3,099,855 
26,540,545 
2,206,703 
7,699,704 
4,299,031 
17,680,079 
4,525,702 
15,951,885 
4,246,203 
1,759,704 
3,260,319 
1,515,644 
3,996,212 
2,695,081 
36,252,554 
17,076,720 
16,832,071 
2,478,684 
787,479 
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ILLINOIS SUPREME COURT RULING ON 
“PRACTICE OF THE LAW” 
(Continued from page 764) 

Findings of Fact Show Violation 

“Respondent in the present case has, be- 
yond question, deliberately engaged in un- 
authorized practice of the law. The findings 
of fact in the report of the commissioner 
leave no room for doubt concerning the mat- 
ter. That it used for that purpose the serv- 
ices of licensed attorneys in its employ does 
not alter the fact that it was thus practic- 
ing law. Some of the findings of the com- 
missioner are challenged, and we have given 
due weight to the exceptions of respondent. 
It is unnecessary to discuss those exceptions 
in detail. The findings of fact of the com- 
missioner are, in the main, fully supported 
by the evidence. In a few instances the 
commissioner has drawn inference from the 
facts which are challenged, but they do not 
materially affect his ultimate conclusions of 
fact, which we approve. 

“The record shows, beyond doubt, that re- 
spondent has for several years conducted 
proceedings in the circuit, superior and pro- 
bate courts of Cook County under cover of 
the names of licensed attorneys who were its 
salaried employees and appropriated .to its 
own use the fees allowed to or charged by 
these attorneys. For several years it also 
examined abstracts of title and rendered 
legal opinion thereon, prepared and attended 
to the execution of wills for its customers 
and others and furnished the legal advice 
necessary to the performance of these sery- 
ices, all by the use of the names of the 
attorneys employed by it, and has appro- 
priated to its own use the attorneys’ fees 
charged and collected for all such services 
and advice. The foregoing is sufficient to 
show the nature and extent of respondent's 
offenses for which it is punishable. 

“It appears that respondent in 1927 ceased 
performing services of the kind above men- 
tioned, Since 1927 it has performed other 
acts and rendered other services, as sum- 
marized in the Commissioner’s report, some 
of which do and some of which do not con- 
stitute the practice of law. Many of the 
documents prepared by the respondent and 
other services rendered by it involved the 
use of legal knowledge and skill. Where the 
rendering of such servies involved the use 
of legal knowledge or skill, or where legal 
advice is required and is availed of or ren- 
dered in connection with such transactions, 
this is sufficient to characterize the services 
as practicing law. People vs. Schreiber, 250 
Ill. 345; People vs. Alfani, supra; People vs. 
Title Guarantee & Trust Company, 227 N. Y. 
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366, 125 N. E. 666; Jn re Eastern Loan €& 
Trust Company, 288 Pac. (Ida.) 157. 
“Where a will, contract or other instru- 


ment is to be shaped from facts and condi- 
tions, the legal effect of which must be care- 
fully determined by a mind trained in the 
existing laws in order to insure a_ specific 
result and guard against others, more than 
the knowledge of the layman is required, and 
a charge for such service brings it definitely 
within the term ‘practice of the law.’ Jn re 
Eastern Loan & Trust Company, supra. 


Question of Punishment 


“We come, now to the question of the pun- 
ishment to be inflicted upon the respondent. 
It appears from the record that respondent 
ceased certain wrongful practices in 1927. 
We are unable to agree with the respondent’s 
contention that it should not be punished for 
its misconduct. A more aggravated case of 
deliberate, unauthorized practice of law by 
a corporation could rarely be found. Until 
November, 1926, it was engaged, through the 
attorneys in its employ, in performing nearly 
every kind of legal services that an attorney 
in general practice might be called upon to 
perform, and charged, collected and appro- 
priated to its own use the attorneys’ fees for 
these services. 

“When in November, 1926, its misconduct 
was called to the attention of its officers, in- 
stead of discontinuing its wrongful practices 
it caused to be organized a purported law 
firm of young attorneys employed by it to 
conduct its law practice. It was not until 
April, 1927, that this subterfuge was aban- 
doned. Upon the trial of this case before 
the Commissioner it showed an utter lack of 
that candor which is to be expected of one 
who seeks to avoid punishment for its of- 
fenses. In several instances, by objections 
of various kinds to the introduction of evi- 
dence and the competency of the witnesses, 
it sought to prevent a full disclosure of the 
facts which were especially within its con- 
trol. While vigorously insisting that the 
showing made by relators was inadequate in 
some particulars, with all the facts undoubt- 
edly in its possession it failed to produce 
them. 


Refusal to Reveal Records and Books 


“Although production of its books and rec- 
ords relating to its conduct and the amount 
of its attorneys’ fees was demanded, only 
a portion of one account was produced. It 
is true that it offered to permit relators to 
enter its offices and search for information. 
Perhaps, if the showing made by relators 

(Continued on page 881) 
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Boston 


Special Correspondence 


DEFEAT OF THE “LAWYERS’ BILL” 

Defeat of the so-called “lawyers’ bill” in 
the Massachusetts legislature by a vote of 
13 to 21 in the Senate indicates a strong 
sentiment among members of the legislature 
and of the legal fraternity that the problem 
of dealing with the unauthorized practice 
of the law can be more effectually dealt with 
through a series of judicial decisions than 
by rigid statutory definition. The debate 
brought out that the non-legal members of 
the Senate were opposed to legislation be- 
cause of the fear that it would prohibit them 
from giving information of a quasi-legal na- 
ture to their own constituents. The action 
of the Senate also meets with favorable re- 
sponse from the more responsible members 
of the bar who are disposed to cooperate 
with trust companies and banks insofar as 
questions of legal practice enter into fidu- 
ciary administration or solicitation for trust 
business. 

The bill defeated in the Senate was a com- 
bination of two measures which had been in- 
troduced in the House of Representative. One 
of these would restrict 
from advertising. 


corporate fiduciaries 
The second was presented 
by an attorney in the western part of the 
state and had for its aim the prohibiting of 
corporate fiduciaries and individuais other 
than attorneys from giving any legal infor- 
mation or legal advice or preparing legal doc- 
uments. In its final form the bill was not 
particularly objectionable to trust companies 
and banks as fiduciaries and no formal ob- 
jection to its passage was made by the Cor- 
porate Fiduciary Association of Boston. 
However, the measure was particularly ob- 
jectionable from the viewpoint of individuals 
who might be in the position of giving legal 
information, advice or preparing legal docu- 
ments. 

The corporate fiduciaries of Boston and 
Massachusetts do not feel that the matter 
should rest with the defeat of the lawyers? 
bill in the Senate. The Massachusetis Trust 
Companies Association and the Corporate Fi- 
duciaries Association of Boston stand ready 
to cooperate with committees of the bar as- 
sociations, with the object in mind of estab- 
lishing a mutually satisfactory code of guid- 
ing principles and also to eradicating any 
practices which might invite criticism from 
lawyers. The idea prevails that much more 
can be accomplished by voluntary coopera- 
tion between corporate fiduciaries and law- 
yers in fostering practices and principles 
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which will not only eliminate misunderstand- 
ings and hostility, but yield to closer team 
work between trust companies and attorneys 
as to efficient fiduciary administration. 


AUDITOR OF STATE STREET TRUST 
COMPANY 

At a recent meeting of the executive com- 
mittee of the board of directors of the State 
Street Trust Company of Boston, E. White- 
ford Hunter of Newton Heights was ap- 
pointed auditor. After attending Dorchester 
High School, Mr. Hunter was employed by 
the Boston Clearing House Association, and 
after further experience with the Mechanics 
Trust Company was with the Paul Revere 
Trust Company until that bank was taken 
over by the State Street Trust Company in 
1916. 

The State Street Trust Company continues 
to register constant growth in banking and 
trust business. The latest financial state- 
ment shows banking assets of $65,832,000; 
trust department of $53,716,000 and 
savings deposits of $4,640,000. 

Harvey H. Bundy, a director of the State 
Street Trust Company of Boston, was re- 
cently appointed Assistant Secretary of State 
at Washington by President Hoover. 


assets 
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MORE ACTIVE COOPERATION AMONG 
MASSACHUSETTS BANKERS 


In view of numerous opportunities for 
constructive work and to better mobilize in- 
fluence on matters of policy, administrative 


methods and legislation, the bankers of 
Massachusetts have approved plans for a 
more active state association. The present 


Massachusetts Bankers Association, although 
one of the oldest organizations of the kind, 
has functioned heretofore largely as a social 
medium, with a mid-winter dinner to which 
bankers of Massachusetts and New England 
were invited. The asseciation has also par- 
ticipated in the annual joint conventions of 
the various New England bankers’ associa- 
tions. However, there has been no real sus- 
tained or organized cooperative effort and 
no permanent secretary or office. 

Plans for more active and constructive 
work were laid with the appointment of a 
committee by the president of the association 
representing each type of banking institution 
in the state and including three former presi- 
dents. This committee was instructed to re- 
port a plan for more systematic and con- 
tinuous activity, enlisting also affiliation with 
other organizations, including those estab- 
lished by trust Companies and savings banks. 
Through such energetic and systematic effort 
it is proposed to bring more united influence 
to bear upon associational work such as con- 
ducted by other efficient state bankers’ asso- 
ciations in the country. 


Elmer F. Seabury of the Industrial Trust 
Company of Providence has been 
vice-president of the Rhode Island 
Association. 


elected 
Bankers 


Louis M. Sagal has been elected president 
of the Congress Bank & Trust 
New Haven, Conn., to 
Whipple. 


Company of 
Harry V. 


succeed 
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GROWTH OF JOHN HANCOCK MUTUAL 


LIFE 
The interesting history and activities of 
the John Hancock Mutual Life Insurance 


Company of Boston is described in a book- 
let recently issued by that company. Its 
charter was signed in 1862 by the famous 
Civil War Governor, John A. Andrew and it 
was the first life insurance company to be 
organized under the non-forfeiture and valu- 
ation laws. The name of the company is 
derived from John Hancock, the first Gover- 
nor of Massachusetts and first signer of the 
Declaration of Independence. Business was 
started in a one-room office in the shadow 
of the Old State House and in 1891 the com- 
pany acquired its first home in downtown 
Boston, At present the headquarters office 
is located in the company’s impressive build- 
ing in Park Square. The company has been 
particularly successful in developing life, en- 
dowment and term policies, including also 
special contracts for business protection, 
joint life policy contracts, group insurance 
and annuity contracts in various forms. 


Deposits in mutual savings banks of Bos- 
ton increased 21% per cent during the first 
four months of the current year to aggregate 
of $615,425,000. 

A handsome new building has been com- 
pleted for the Boulevard Trust Company at 
Coolidge Corner, Brookline, The 
Boulevard Trust Company was organized in 
1910 and in 1928 became a member of the 
OW Colony Trust Associates. 


Mass. 


Stow Com- 


to af- 


solders of the Lawrence Trust 
pany of sawrence, Mass., have voted 
filiate with the Federal National Bank of 
Boston, giving the Federal National affilia- 
tions in nine cities in this State and an ag- 
gregate capitalization of $75,000,000, 
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Capital 
Boston Safe Deposit and Trust Co.......$2,000,000 
RPE UTS A SUINE MOND. ois ss os ces ee eeceas 200,000 
ES ES OS 6 ae 100,000 
Commerce and Trust Co............... 1,000,000 
SENG MOND 6 sia gi sino 4-415 65:5 5.0.0 wise 9-0. 2,500,000 
eS Se 5, © a ae er 1,500,000 
ON eC 500,000 
fameres formes Trust Co... .....ccssess 500,000 
Jamaica Piain Trust Co. ..........0.006 200,000 
Kidder Peabody Trust Co.............. 500,000 
Lee Higginson Trust Co................ 500,000 
New England Trust Co................ 1,200,000 
ea eo © 5,000,000 
mente Sorect Trust Co...... 2... c ccc cces 3,000,000 
ES POS yt & ae 2,500,000 


Undivided Profits, 


Surplus and Assets, 
Deposits, Trust Dept. 
March 25, 1931 March 25, 1931 
$19,343,982.10 $208,642,860.10 
Be 4 Bs” | A inane re 
788,321.35 
5,178,293.16 
6,529,248.05 


March 25, 1931 
$3,800,879.21 
45,190.99 
258,875,56 
384,056.08 
348,549.18 


" 1,046,212.19 
4,821,154.89 


1,624,741.27 4,996,216.32 1,495,845.75 
633,056.17 350,000.00 1,388,964.78 
125,566.37 2,864,839.98 9,482,782.21 
97,911.25 1,583,948.54 108,911.39 
306,674.25 2,589,197.77 14,234,828.30 
771,234.62 12,177,724.94 24,272,676.25 
3,908,226.18 26,319,911.95 118,241,163.39 
5,148,986.47 3,702,917.05 282,395,143.25 
4,152,224.46 57,201,997.19 53,716,721.17 


3,538,030.95 9,055,811.82 10,534,897.45 
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Chicago 
Special Correspondence 
CHICAGO BANKING SITUATION 
CLARIFIED 
The suspension of more than a 
score of smaller neighborhood banks in the 
outlying and residential districts of Chicago 
Was the climax of 


recent 


embarrassing conditions 
which had been brewing for months and due 
chiefly to frozen real estate loans and grow- 
ing restiveness among depositors. The situ- 
ation was kept within bounds and confidence 
Was restored by the concerted action of Chi- 
leading bankers. Although 


cCago’s solvency 


. . o . 
of none of the larger Loop banks was _ in- 


volved the wise decision made to 
banking situation by 
important mergers. This 
Was accomplished by agreements and nego- 
tiations resulting in the absorption of the 
Foreman-State Banks by the First National 
Bank and of the National Bank of the Re- 
public by the Central Trust Company of Illi- 
nois. Merger of the Republic National and 
Central Trust was the culmination of several 
months’ negotiations. Foremost in bringing 
about such adjustments and conveying reas- 
surance to the public were Melvin A. Tray- 
lor, Ambassador to England Charles G, 
Dawes and honorary chairman of the Cen- 
tral Trust Company of Illinois and the Rey- 
nolds brothers of the Continental Illinois 
Bank & Trust Company. 

Among the outlying banks which closed 
their doors were twelve institutions belong- 
ing to the so-called John Bain group and 
having combined deposit liabilities of under 
$13,000,000. According to a posted notice 
signed by the State Auditor of Public Ac- 
counts, these banks were closed for auditing. 
The reason assigned for most of the other 
suspensions was that such step was neces- 
sary to conserve and prevent = un- 
due resulting from withdrawal of 
deposits. Millions of cash were made avail- 
able by Loop banks. 


was 
strengthen the local 


means of several 


assets 


losses 


TERMS OF MERGER OF NATIONAL BANK 
OF THE REPUBLIC WITH. CENTRAL 
TRUST COMPANY OF ILLINOIS 

Changes in executive personnel and terms 
for exchange of stock have been agreed upon 
in connection with the recently announced 
merger of the National Bank of the Repub- 
lic and including the Chicago Trust Com- 
pany, with the Central Trust Company of 
Illinois. General Charles G. Dawes, who is 
on leave from his 


post as Ambassador to 
England, will 


continue in the combined in- 
stitution as honorary chairman of the board, 
an office which he has continued to hold in 
the Central Trust Company of Tllinois. The 
consolidated institution will be known as the 
Central Republic Bank & Trust Company. 

John A. Lynch will be chairman of the 
executive committee, retaining the same post 
he has held with the National Bank of the 
Republic. Joseph E. Otis, now chairman 
of the Central Trust, and David R. Forgan, 
now vice-chairman of the executive com- 
mittee of the National Bank of the Repub- 
lic, will be co-chairman of the board of di- 
rectors, Philip R. Clarke, will be president, 

The institution will have combined 
capital and surplus of $28,000,000 and its in- 
vestment affiliate will have combined capi- 
tal and surplus of $5,000,000. Stockholders 
of the Central Trust Company will receive 
two shares of $100 par value for every three 
shares of Central Trust now held. Stock- 
holders of the National Bank of the Repub- 
lic will receive one share for every 9-16 
share of National Bank of the Republic, $20 
par value, now held. 


hew 


The Sears Community State Bank of Chi- 
cago been organized with capital of 
$200,000, surplus of $20,000 and reserves of 
$10,000, to provide banking facilities for the 
employees and customers of Sears, Roebuck 
& Company. 


has 
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DEFENSE OF UNIT BANKERS AGAINST 
BRANCH, BANKING LEGISLATION 

While the general arrangements for en- 
tertainment and the breezes from Lake Mich- 
igan imparted a cheerful atmosphere to the 
proceedings of the recent annual convention 
of the Illinois Bankers Association, held in 
Chicago at the Edgewater Beach Hotel, the 
undercurrent of deliberations was one of 
grave recognition as to prevailing conditions 
in banking and business. This was ex- 
pressed by the retiring president, W. R. Mc- 
Gaughey, in his annual address in the course 
of which he said: 

“IT am convinced that unless we as bankers 
take some means of bettering conditions 
within our own field we will find sooner or 
later that the job has been done for us. One 
of the claims put forth by the proponents of 
branch banking is that it brings to the rural 
communities and the smaller cities the ad- 
vantages of metropolitan bank management 
and practices. Are those of us who favor 
unit banking willing to improve our man- 
agement so that it will compare favorably 
with the best managed banks in the country? 
I am afraid that unless we do, the public de- 
mand for safety of deposits will force legis- 
lation to permit branch banking and gradu- 
ally eliminate the unit bank. We can con- 
vene and pass resolutions opposing branch 
banking and favoring unit banking, doubting 
the intentions, perhaps, of those urging 
branch banking, but unless something prac- 
tical is done and done promptly the resolu- 
tions which we pass will have no effect upon 
the public mind. If we are to restore confi- 
dence we cannot do it by saying, ‘Our bank 
is sound and liquid—let the fortunate 
banker work out his own problems.’ We 
must adopt an attitude that we are our 
brother’s keeper to the extent that public 
confidence in banks must never be betrayed.” 


less 


CHICAGO TITLE AND TRUST COMPANY 
APPOINTMENTS 

Announcement is made by the Chicago 
Title & Trust Company of the appointment 
of Col. William N. Hughes, Jr., and George 
P. Lynde as assistant trust officers. Col. 
Hughes was chief of staff of the Rainbow 
Division during the World War and has been 
awarded the distinguished service medal by 
the United States and the Croix de Guerre 
by France. Previous to coming to the Chi- 
cago Title & Trust, Col. Hughes was assis- 
tant trust officer of the Pioneer Trust Com- 
pany of Kansas City, Mo. Mr. Lynde was 
formerly assistant general counsel of the 
New York Central Railroad. 
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CHICAGO BANK HOLDINGS REFLECT 
MARKET DECLINE 

Decline in the market value of bank and 
trust company shares finds reflection in the 
annual survey of bank stock holdings by in- 
dividuals, corporations and estates in Chi- 
cago. The record shows that there are 
44 individuals, corporations and estates hold- 
ing Chicago bank stock of more than $1,000.- 
000 as compared with 128 
1930 and 90 in 1929. The Marshall Field 
estate holdings of bank shares shows the 
largest decline in value amounting to $7,000,- 
000. The N. W. Harris estate heads the list 
of banking holdings valued at $7,439,850 and 
consisting of shares of the Harris Trust & 
Savings Bank. The Marshall Field estate 
holdings of shares of Continental Illinois, 
First National and Northern Trust are val- 
ued at $4,789,000. The National Life Insur- 
ance Company ranks fourth with holdings 
valued at $3,654,000. Other large Chicago 
bank stock holders include the Price McKin- 
ney estate, Stanley G. Harris, Dawes Bros., 
Ine., Guy H. Mitchell, Robert Allerton 
M. H. Milton estate. 


such holders in 


and 


Mayor Cermak of Chicago has appointed 
a committee of three bankers to cooperate 
with the City Comptroller in restoring the 
stability of municipal finances, namely Frank 
M. Gordon, vice-president of the First Na- 
tional Bank; George Pearson, vice-president 
of the Continental Illinois Bank & Trust 
Company, and ID, T. Richardson, municipal 
finance authority. 

Since the year 1900 the banking resources 
of Chicago increased from $458,000,000 to 
over three and a half billion at the close of 
last year. 

Vice-president Oscar C. Landoff of the 
Northern Trust Company of Chicago has 
been elected president of the Illinois Safe 
Deposit Association. 





TRUST 


BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 


Mgr., Estate Protection Dept., Paul S. Clark 


Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 





Ernest D. Brooks has been elected second 
vice-president of Continental Illinois Bank 
& Trust Company. Mr. Brooks relinquishes 
a second vice-presidency of Continental I1- 
linois Company to assume this new office. 

Irvin J. Rich has been elected assistant 
vice-president of Straus National Bank & 
Trust Company of Chicago, Ill Mr. Rich 
started with the Continental National Bank. 
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THE SECONDARY BANK RESERVE 

In view of the plight in which those banks 
find themselves which have paid more atten- 
tion to high yield than investment of funds 
in the type of securities which find a ready 
market without depreciation, the caution 
conveyed by State Auditor of Public Ac- 
counts Oscar Nelson of Illinois, is well worth 
heeding. He says: 

“We have noted from various reports that 
where safe investments have been made, the 
banks’ bond lists show very little, if any de- 
preciation and in quite a few instances some 
appreciation. We have also found from ex- 
perience that where a bank maintained even 
a small per cent of its deposit liability in 
fairly liquid securities and was forced to 
close its doors by reason of an unprecedent- 
ed demand, efforts for reorganization have 
proven successful. 

“The banker in every case where a large 
depreciation is present in the bond list has 
lost sight of the paramount requirement of 
a secondary account, and that is—the readily 
marketable feature. The high-return bonds 
in many instances are in default. Look over 
the lists of the largest institutions and you 
will find securities that can promptly be con- 
verted into cash. These banks maintain 
a large percentage of their deposits in in- 
vestments that can be utilized for cash at 
a moment’s notice.” 


James B. Forgan, Jr., has been re-elected 
chairman of the Chicago Chapter of the 
American Red Cross. 

Paul S. Abt, vice-president of the South- 
ern Illinois National Bank of East St. Louis, 
has been elected president of the Illinois 
Bankers Association. 
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Capital 
$500,000 
12,000,000 
75,000,000 
350,000 
25,000,000 
6,000,000 
600,000 
11,000,000 
3,000,000 
2,500,000 
1,300,000 
1,000,000 
600,000 


Boulevard Bridge Bank 

*Central Trust Co. of Illinois............. 
Continental Illinois Bank & Trust Co...... 
Drovers Trust 

+First Union Trust & First National....... 
Harris Trust 

EES ENR bs a ar ee ae 
**National Bank of the Republic 

Northern Trust 

Peoples Trust and Savings............... 
Union Bank of Chicago 

West Side Trust 

SS i er 


Surplus and 
Undivided 
Profits, Deposits, Book 
Mar. 31, 1931 Mar. 31, 1931 Value 
$599,018 $11,268,229 219 
8,398,653 139,340,764 236 
72,017,435 856,409,995 223 
925,040 6,696,792 364 
29,081,278 412,334,422 322 
7,824,538 99,740,076 230 
547,997 10,289,009 191 
5,677,776 149,249,032 39 
9,362,779 63,142,535 412 
1,571,029 30,259,250 162 
1,336,397 9,722,997 202 
49,202 13,174,700 149 
421,893 7,773,485 170 


Bid Asked 
240 260 
175 179 
321 324 
540 560 
430 435 
435 ***445 
250 275 

25% 26% 

427*#**432 
275 
130 
225 


200 225 


*Central Trust Bank Value does not include Securities Co. 


+Stock owned by First National Bank. 
**$20 Par Value. 
***E xtra Dividend 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 





































Pittsburgh 


Special Correspondence 


AMERICAN INSTITUTE OF BANKING 
CONVENTION 


Pittsburgh bankers acquitted themselves 
in full measure as hosts to the more than 
two thousand junior and embryo bankers 
who assembled here recently from all points 
of the compass to attend the 29th annual 
convention of the American Institute of 


Bankers. Although the delegates came here 
intent upon gathering up as many crumbs 


of banking wisdom as possible, they were 
also eagerly responsive to the generous pro- 
visions made by local committees for enter- 
tainment, recreation and sighting the “points 
of interest.” Delegations were greeted upon 
their arrival by local reception committees, 
the members of which were identified by 
white hats, blue coats and white trousers, 
with liberal mingling of young women bank- 
ers to remind the Institute men that the or- 
ganization is no longer a “stag party.” 

The convention proceeded like clockwork, 
and the conferences yielded discussions and 
papers of exceptionally practical value as 
well as timely application. In his address 
as president of the American Bankers As- 
sociation, Rome C. Stephenson expressed the 
high regard entertained by the bankers of 
the country for invaluable educational work 
of the institute. He said in part: 

“In this period of reaction and depression, 
business must enforce more intensive sel- 
ection of its human working forces through 
the elimination of the sub-efficient employee 
first. To the individual employee the mean- 
ing of this is plain. It demands efficiency, 
special fitness, and willingness to give the 
best that is in him. The possession of these 
qualities is the very best kind of job insur- 
ance that he can have. This statement has 
particular application to the bank worker. 
The responsibility of banking these days is 
too great for it to take chances with any but 
the very employees obtainable. You, 
who are striving through Institute work to 
make yourselves particularly proficient and 
valuable to your banks in your jobs, are 
fortifying yourselves against the hazards of 
unemployment that lurk in these depressed 
times.” 


best 


Members of the Pittsburgh Clearing House 
Association have adopted an agreement put- 
ting into effect a schedule of interest on 
savings and time deposits which shall not 
exceed three per cent. 
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JOHNSTOWN TRUST COMPANY JOINS 
UNITED STATES NATIONAL “FAMILY” 

With the recent reorganization and ac- 
quisition of the Johnstown Trust Company 
of Johnstown, Pa., the United Na- 
tional Bank group of that city became the 
largest banking group in western Pennsyl- 
vania outside of Pittsburgh. The group 
embraces the United States National Bank, 
the United States Trust Company and the 
United States Savings & Trust Company, 
with the Johnstown Trust as the latest ad- 
dition. The transfer of control marks 
the retirement of William R. Thomas as 
president of the Johnstown Trust Company 
and the election of John H. Waters to that 
office. D. M. S. McFeaters is treasurer and 
trust officer. The United States National 
group now command $25,000,000 banking re- 
sources and a large volume of trust funds. 


States 


also 





John E. Potter, president of the Potter 
Title & Trust Company of Pittsburgh, has 
been re-elected president of the Pennsylvania 


Title Association. 
The Napoleon State Bank has been con- 
solidated with the Pittsburgh State Bank, 


merging resources of about $2,000,000. 
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St. Lovis 


Special Correspondence 


PRESERVING PUBLIC CONFIDENCE IN 
BANKS 

A study of the causes of banking suspen- 
sions reveals that a large percentage are 
unwarranted, and due solely to idle gossip, 
and the spread of unreasoning fear, espe- 
cially in smaller communities. The fee!- 
ing among bankers that a more vigorous at- 
titude should be taken against rumor-mon- 
gers, and to hold public confidence, was ex: 
pressed by H. H. Reinhard, vice-president 
of the Mereantile-Commerce Bank & Trust 
Company of St. Louis, in an address at the 
recent annual convention of the 
Institute of Banking. Mr. 
in part: 
“Some 


American 
Reinhardt says 
bankers there are 
‘sit tight’ and meet idle with the 
silence of the Sphinx, but I am opposed to 
this as a general policy. It is my opinion 
that when rumor rears its ugly head in our 
midst, we should do our best to meet it face 
to face and deal it a death blow, right be- 
tween the eyes. Let us first ascertain what 
the rumor is and then come out publicly with 
a statement to offset it, giving this state- 
ment as wide publicity as possible through 
the printed word and by word of mouth. 
Circumstances naturally alter cases, but I 
believe fewer banks would be closed today 
if they had followed this general plan. Lack 
of confidence too often is really only a lack 
of knowledge and information and the way 
to inform your customers is by means of 
definite publicity or advertising plans to suit 
the occasion. 

“Public confidence is founded on good 
management, and good management incor- 
porates the well defined principles of produc- 
ing Maximum service at minimum cost, build- 
ing along the lines of conservatism, diver- 
sification, liquidity and stability, the bold 
adoption of charges for service rendered 
whenever necessary—the cooperation with 
other banks in establishment of credit bu- 
reaus and clearing house groups, and the 
cultivation of that indispensable asset, good 
will. And one of the surest ways to en- 
gender good will is by efficient operation and 
by keeping in close contact with our cus- 
tomers. <As the Scriptures say, ‘Let us not 
be weary of well doing, for in due season we 
shall reap, if we faint not’.” 


who prefer to 


gossip 


Charles B. Mudd, cashier of the First 
National Bank of St. Charles has been elec- 
ted president of the Missouri Bankers As- 
sociation. 


Some Legal Aspects 
of Life Insurance 
Trusts 


By GUY B. HORTON 


Author of Power of an Insured to Control the 
Proceeds of his Policies 


A study of the legal problems involved in the 
relation of life insurance companies and trustees of 
insurance, including the factors which affect the 
selection of the proper mode of making insurance 
payable to trustees, the extent the trust controls 
the policies in the trust fund, the necessity that 
life companies know the terms of the trust, and pro- 
visions which should be included in the trust in- 
strument and beneficiary endorsement. 49 pages. 
$1.50 postpaid. 








TRUST COMPANIES Magazine, 
Book Department 
55 Liberty Street, New York 
Gentlemen: Enclosed please find $1.50 (check 
or money order), for which kindly send me copy of 
“Some Legal Aspects of Life Insurance Trusts.”’ 


Name 


ARM ii eaaniy a IOI eel atu eae eRe 
Make check or draft payable to TRUST COMPA- 
NIES Publishing Association, 55 Liberty Street, 

New York 
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LIQUIDATION OF THE OLD MERCANTILE 
TRUST COMPANY ASSETS 


the recent announcement of a 


With a third 
liquidating dividend of $1,200,000 or $40 a 
share to 1200 stockholders of the old Mer- 
cantile Trust Company of St. Louis, the stock- 
holders of the Mercantile Liquidating Com- 
pany have now received $100 a share. Two 
prior liquidating dividends of $30 each have 
been distributed with total disbursements 
under the three dividends amounting to $53,- 
000,000. 


The Mercantile 


Liquidating Company, of 
which George W. Wilson is president, was 
organized in connection with the merger of 
Mercantile Trust Company in May, 1929, with 


the National Bank of Commerce, forming 
the present Mercantile-Commerce Bank & 
Trust Company of which John G. Lonsdale 
is president. The liquidating company was 
created to acquire such assets of the old 
Mercantile Trust Company as did not enter 
into the consolidation of the trust company, 
and the national bank in 1929. 


—_— 


A charter has been granted for the or- 
ganization of the Walton Bank & Trust 
Company of Butler, Mo., with capital of 
$100,000 and $25,000 surplus. 
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FRANK RYAN ELECTED PRESIDENT OF 
ST. LOUIS CHAPTER, A. I. B. 

The St. Louis Chapter of the American 
Institute of Banking which is one of the 
most active organizations of the kind in the 
country, has elected as its president for the 
ensuing year, Frank Ryan, who is advertis- 
ing manager of the Mississippi Valley Trust 
Company of St. Louis. Mr. Ryan came to 
the trust company in 1920, and was _ asso- 
ciated with the work of the bookkeeping de- 





FRANK RYAN 


Advertising Manager, Mississippi Valley Trust Co. of St. 
Louis, who has been elected President of the St. Louis 
Chapter, A. I. B. 





Franklin-American Trust Co.........c..cccosccecs 
Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
SAGE VENOY LTUSE GO... 2c ccccssccsecvesesces 
OE OS CES Loy Cc: ee 


*Accepts no deposits. 
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partment. Several years later he was trans- 
ferred to the savings department and_ be- 
came paying and receiving teller. After a 
year he was transferred to the automobile 
partial-payment paper department, which is 
a part of the discount department. Follow- 
ing further promotions, he became head of 
that department. In 1926 he was placed in 
charge of the internal work of the new busi- 
ness department, and in May, 1928, after 
resignation of Dale Graham, was made ad- 
vertising manager also in charge of pub- 
licity. 





PUBLIC IMPROVEMENTS FOR KANSAS 
CITY 

Twenty bond issues were recently autho- 
rized for public improvement work in Kan- 
sas City and Jackson County, Mo., aggre- 
gating $40,000,000 to be devoted to public 
improvements. One issue of $3,500,000 will 
be used to complete the county highway sys- 
tem. Another $8,500,000 will be expended 
for street improvement and safety equip- 
ment in Kansas City, including airport and 
public park extension. 





At the recent Missouri Bankers Associa- 
tion convention awards were made of cash 
prizes to forty-one boys and girls for essays 
on banking and other topics. The awards 
were made by the committee on education, 
of which G. V. Kenton, assistant advertis- 
ing manager of the Mercantile-Commerce 
Bank & Trust Company of St. Louis, is 
chairman. 

The Security National Bank Savings & 
Trust Company of St. Louis reports banking 
resources of $17,414,000 with deposits of 
$14,558,000. 





Surplus and : 
Capital Undivided Profits, Deposits, 

March 25, 1931 March 25, 1931 

. .$2,600,000 $1,965,585.58 $33,796, 197.38 
.. 2,150,000 1,854,042.99 25,229,647.09 
. -10,000,000 7,429,250.30 128,168,382.69 
. 6,000,000 3,852,907.83 77,121,472.04 
.. 5,000,000 fie ET DE ° le my 





CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 


Undivided 
Profits Deposits 
Capital March 25,1931 March 25,1931 Par Bid Asked 
American Security & Trust Co.............. $3,400,000 $4,223,251.41 $33,362,590.15 100 295 310 
SNS RUE AOD: 0's wk bo os 6 ove bes ose 5 2,000,000 1,511,272.49 5,333,173.53 100 100 160 
National Savings & Trust Co............... 1,000,000 2,982,534.62 13,718,892.53 100 402 425 
OS OS CSE ere ee 2,000,000 1,257,507.99 9,223,827.60 100 200 220 
Washington Loan & Trust Co.............. 1,000,000 2,462,149.79  17,938,293.04 100 405 440 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 
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Cleveland 


Special Correspondence 


TRUSTEED LIFE INSURANCE PROCEEDS 
EXEMPT FROM INHERITANCE TAX 


Among the bills passed by the Ohio legis- 
lature was a measure which provides that 
the proceeds of life insurance policies which 
are trusteed under life insurance trusts, are 
not subject to inheritance tax. This legis- 
lation is similar to that enacted in a num- 
ber of other states and arising out of the 
question raised by a decision of the New 
Jersey courts which approved the imposition 
of inheritance life insurance pay- 
able to a trustee in favor of a designated 
beneficiary. New Jersey speedily enacted an 
amendment which definitely exempts such 
insurance proceeds from inheritance tax and 
in a number of other states where the law 
was indefinite on this point, similar amend- 
ments have been passed. 


taxes on 


More specifically the issue was raised in 
Ohio a year ago when the Attorney General 
made a ruling to the effect that taxation 
authorities are entitled to claim an Ohio 
inheritance or succession tax on the pro- 
ceeds of life insurance policies held under 
trust agreements, where such policies have 
been made payable to a trustee, and the 
funds to be paid to designated beneficiaries. 
The amendment provided through the en- 
actment of House bill 262 will have the effect 
of stimulating the creation of life insurance 
trust agreements in Ohio. 


ELECTED DIRECTOR OF GUARDIAN 
TRUST COMPANY 

F. D. Kellogg, president of the Ohio Cut 
Stone Company, has been elected a director 
of the Guardian Trust Company of Cleve- 
land. Mr. Kellogg is also executive vice- 
president and director of the Cleveland Quar- 
ries Company; president of the West Vir- 
ginia Pulpstone Corporation ; secretary-treas- 
urer and director of the Swan Carburetor 
Company; treasurer and director of the 
Lorain and Southern Railroad Company ; 
director and member executive committee of 
the Morris Plan Bank and director of the 
Indiana Limestone Company. 

E. T. Shannon, vice-president of the Guard- 
ian Trust Company, Cleveland, has _ been 
elected a director of the Cleveland & Pitts- 
burgh Railroad Company. Mr. Shannon also 
was elected a vice-president and member of 
the railroad’s executive committee. 
ceeds the late L. A. Murfey. 


He suc- 


877 


TIMELY DISCUSSION AT OHIO BANKERS 
CONVENTION 

One of the unusual features at the recent 
forty-first annual convention of the Ohio 
3Zankers Association convention in Toledo, 
was the appearance of six former presidents 
on the program. The range of their topics 
included liquidity of assets, account analysis, 
loaning policiés, reduction of interest, warn- 
ing against long time loans, doing away with 
free services and the duty of the banker 
to keep the public informed. The former 
presidents of the Association were: A. B. 
Taylor, Robert McEvilley, Wm. A. Acker- 
man, W. R. Green and B. G. Huntington. 

One of the headliners on the program was 
President Rome C. Stephenson of the Ameri- 
can Bankers Association. He stated the be- 
lief that the worst of depression is over and 
cited the records to show the sharp decrease 
in number of bank failures this year and 
the large number of suspended banks which 
have resumed business or preparing to do 
SO. 

“Equilibrium Creates Purchasing Power” 
was the subject of an address by Benjamin 
M. Anderson, Jr., Ph. D., economist of the 
Chase National Bank of New York. 


BANKING SITUATION IN OHIO 

Banking in Ohio has had its wreckage 
during the past eighteen months, but in con- 
siderably less degree than most of the other 
states in the middle west, southern and west- 
ern sections of the country. The state bank- 
ing department has been beforehand in ef- 
fecting consolidations, in demanding dras- 
tic change of management or character of 
assets wherever necessary. The record shows 
that during the calendar year of 1930 there 
were 25 bank suspensions in Ohio, of which 
six have re-opened or have been absorbed 
with little or no less to depositors. During 
the current year and up to May Ist, there 
were 20 bank closings, nearly all of them of 
small size. The state banking department 
advises that in the final liquidation of banks 
that the net loss to depositors will be rela- 
tively small. 


Robert J. Izant, vice-president of the Cen- 
tral United National Bank has been elected 
president of the Cleveland Financial Ad- 
visors’ association. 

Robert V. Southard, manager of the Au- 
burndale branch of the Commercial Savings 
Bank & Trust Company, of Toledo has been 
promoted to the main office where he will 
be first assistant in the real estate depart- 
ment. 
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CAPTAIN JOHN E. WASHER 

Captain John E. Washer, known from 
coast to coast formerly as one of the United 
States Secret Service’s most famous opera- 
tives, and head of the Safety Department of 
the Union Trust of Cleveland, died June 1, 
after a brief illness. He was born in Weston 
Super Mare, England in 1860 and in 1883 
he migrated to New York State where he 
became an apprentice potter. Following his 
trade he went to Akron a few years later 
where his interest in detective work gained 
him a position on the Akron Police force. 
After gaining national fame for his work at 
Akron he was appointed to the Secret Serv- 
ice, serving under McKinley, Roosevelt, Taft 
and Wilson. He also served as the personal 
body guard for these four presidents, this in 
addition to his Secret Service operations. 
Captain Washer was known as an authority 
on counterfeit money, and his reputation was 
so well established in the Secret Service 
that there were many protests from govern- 
ment officials when he resigned to become 
head of the Union Trust Safety Department 
in 1921. 

Captain Washer came to the Union Trust 
Company in 1921, when the bank was formed 
by a mcrger of 6 Cleveland banks. Mr. J. 
R. Nutt. now chairman of the Board of the 
Union Trust, then president of the bank and 
Captain Washer have been friends for more 
than 32 years. Their friendship began at 
the time Mr. Nutt owned a jewelry store in 
Akron and Captain Washer was Chief of 
Detectives. 


The Ohio legislature has passed an amend- 
ment providing penalties for the making of 
false entry of interest or principal on any 
asset of a state bank or trust company. 

A bill sponsored by the Ohio Bankers As- 
sociation, fixing maximum and minimum in- 
terest paid by banks on public funds, failed 
to receive legislative endorsement. 

At the annual meeting of the Bond Club of 
Cleveland, George B. Johnson, vice-president 
of the Guardian Trust Company, was elected 
vice-president. 

J. H. L. Janson, assistant vice-president 
of the Cleveland Trust Company, has been 
elected president of Cleveland Chapter, Rob- 
ert Morris Associates. 

Harry Templeton, manager of the New- 
burg office of the Cleveland Trust Company, 
has been elected president of the Branch 
Managers’ Club. 

Approximately $166,000,000 in savings de- 
posits in eight leading Toledo, O., banks will 
be affected July 1st by the reduction of in- 
terest rates to depositors. 
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QUARTER CENTURY CLUB AT CENTRAL 
UNITED NATIONAL 

The Central United National Bank of 
Cleveland, which recently celebrated the 
completion of forty-one years of service with 
deposits now amounting to over $84,000,000, 
has organized a Quarter Century Club to 
the membership of which are eligible offices 


and employees who have been with the 
bank for twenty-five years or more. The 
following have qualified for membership: 
C. E. Sullivan, A. H. Seibig, R. A. Bishop, 
A. M. Corcoran, E. S. Hanson, C. L. Cor- 


coran, W. H. Heil, F. M. Horton, S. A. 

Jaeger, J. L. Johnston, F. M. Mayer, H. W. 

Martin, J. C. McHannan, G. EF. Reech, F. C. 
Ss 


Schlundt, Sam Smith, C. A. Wilkinson and 
G. R. Wyman. 
Announcement is made of the consolida- 


tion of the Peoples National Bank and the 
First National Bank of Georgetown, Ohio, 
with a capital, surplus and undivided profits 
of $125,000. 

J. L. Kerstetter has joined the staff of the 
City Savings & Trust Company of Alliance, 
Ohio, and will be associated with the trust 
department as assistant to Kk. H. Shinn, trust 
officer. 
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Los Angeles 


Special Correspondence 


HONORS BESTOWED UPON SECURITY- 
FIRST NATIONAL OFFICIALS 

An unusual coincidence is that the newly 
elected presidents of the California Bankers 
Association and of the Trust Section are both 
oflicials of the Security-First National Bank 
Angeles. Herbert H. Smock, vice- 
president and cashier at the head office of 
the Security-First National was elected at 
the recent convention to succeed Lane D. 
Webber of San Diego, as standard bearer of 
the Association. At the annual meeting of 
the Trust Section, John Veenhuyzen, vice- 
president of the Security-First National, was 
elected chairman. 

Mr. Smock has had an 
and interesting career. One of his jobs being 
that of conducting personnel relations for 
the Security-First National. A few days be- 
fore his election as president of the bankers’ 
association, he had completed 20 years of 
with the bank, having entered the 
Security Trust & Savings Bank in 1911, com- 
ing from Oklahoma where he had served as 
Commissioner of Banks. During his asso- 


of Los 


unusually active 


service 


ciation with the Security and following its 


merger With the First National, Mr. Smock 


JOHN VEENHUYZEN 


Vice-president, Security First National Bank of Los Angeles, 
who has been elected Chairman of the Trust Section of the 
California Bankers Association 
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has been largely responsible for building up 
the branch organization and the system of 
branch administration. 

Mr. Veenhuyzen, who heads the Trust 
Section, has been trust officer since 1913 and 
is secretary of the Trust Committee of the 
Security-First National organization. He 
was born in the Dutch East Indies and aftet 
spending some years in Holland and Ger- 
many, he came to the United States in 1898 
and became chief chemist for a beet sugar 
industry. In 1904 he entered the German- 
American Savings Bank in Los Angeles and 
in 1921 became a vice-president of the Guar- 
anty Trust & Savings Bank and the same 
year was elected a director of the Security 
Trust & Savings Bank. 


TRUST COMPANY LAWS OF CALIFORNIA 
In the state of California the first trust 
company was incorporated in the year 1868, 
the California Trust Company of Sacramento, 
Cal. So little did this organization think of . 
their right to conduct a trust business that 
a year or two later they gladly surrendered 
their charter and became a national bank. 
In 1891 a general act of the California Leg- 
islature was passed. This act permitted the 
formation of trust companies under certain 
rules and regulations therein laid down. 
There were created under that act but three 
trust companies that are today doing busi- 
ness—two in Los Angeles and one in San 
Francisco. This act of 1891 was amended 
in 1909 when the general Bank Act of the 
state was adopted, and it is under and in 
accordance with the terms and provisions 
of the Bank Act of 1909 and its amendments 
that practically all of the sixty trust com- 
panies or banks and title companies main- 
taining trust departments are operating. 


Russell C. Lemmon, assistant cashier and 
assistant trust officer of the Farmers’ & Mer- 
chants’ National Bank of Los Angeles, Cal. 
has been elected president of the Los Angeles 
Chapter of the American Institute of Bank- 
ing. 

The San Diego First National Company 
of San Diego, Cal. has taken ever the securi- 
ties heretofore handled by the bond depart- 
ment of the First National Trust & Savings 
Bank, San Diego. 

During the past decade the percentage 
of increase in California bank deposits was 
more than two and a half times the aver- 
age of the national growth, increasing from 
$1.675,000,000 in 1920 to $3,254,000,000 at 
the end of the decade. 
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San Francisco 


Special Correspondence 


DEFEAT OF HOSTILE PRACTICE OF 
LAW BILLS 

Trust company and banking interests in 
California were again successful in prevent- 
ing the passage of bills in the state legis- 
lature which were sponsored by lawyers and 
designed to impose drastic restrictions upon 
the performance as well as the active de- 
velopment of trust business. The defeat of 
these measures was largely due to the vigor- 
ous manner in which those engaged in trust 
service in this state maintained their rights 
against attempts to cripple such service to 
the public by unwarranted legislative action. 
It was made clear to those advocating the 
anti-trust bills that there would be no hesi- 
tation, if necessity demanded, to carry the 
issue to the public in the form of a referen- 
dum. In that connection it may be recalled 
that in the year 1922 a similar situation 
arose and the issue was brought to the at- 
tention of the people. 

The result was that the trust companies 
were vindicated in their stand 
duly prohibitive legislation. 

With the defeat of anti-trust company 
bills at the last session of the legislature 
there will be no relaxation in the efforts of 
trust companies to foster more amicable re- 
lations with the members of the bar. Ne- 
gotiations carried on in the past with the 
bar associations demonstrate that the better 
elements in the legal profession are desir- 
ous of working with the trust companies and 
of seeking understanding without resort to 
hostile legislation. As a matter of fact 
agreements have been reported by commit- 
tees of lawyers and trust company repre- 
sentatives which were mutually acceptable. 
Such conciliatory plans have been opposed, 
however, by another and more numerous con- 
tingent in the legal profession which is evi- 
dently more concerned with business than 
ethical aspects. Meanwhile trust company 
people will maintain a receptive attitude to- 
ward any proposals that are reasonable and 
not harmful to the proper exercise of trust 
functions. 


against un- 





POWERS UNDER DEED OF TRUST AND 
MORTGAGE 

An unsuccessful attempt was made at the 
recent session of the California legislature 
to secure the enactment of a bill which was 
intended to embody in a deed of trust, the 
same powers covered by a mortgage. This 
legislation was opposed by bankers, real es- 
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tate interests and others as imposing a se- 
vere hardship upon the borrower. 

Instead of being able to foreclose and get 
possession of the property within a 90-day 
period, this legislation would have required 
a period of approximately one year. For 
instance; if a man wanted to borrow $2,500 
on a deed of trust on a house worth $4,000 
or $5,000, it would be a good loan, because 
the lender would be able to get possession 
of the property within a reasonable time 
and before it had deteriorated and consid- 
erable additional expense had been run up 
on it in the way of taxes, etc. Had the bill 
passed, a loan of $1,500 might have been all 
that would have been considered. 

Another set of bills which failed of pas- 
sage sought to place a mechanics’ lien ahead 
of every other indebtedness. These bills 
were opposed because of the difficulty a len- 
der would have in watching his security and 
the possibility of trouble in keeping titles 
clear. 


GROUP INSURANCE FOR EMPLOYEES OF 
BANK OF AMERICA 

Through a recent extension of its contract 

with the Equitable Life Assurance Society, 

the Bank of America National Trust & Sav- 

ings Association of San Francisco, now has 

its employees protected by group life insur- 


ance to the amount of §22,000,000. An- 
nouncement of the extension was made re- 
cently by A. J. Nolan, chairman of the board 


of the Bank of America. The contract is 
one of the largest of the kind issued by a 
banking organization. It embraces employ- 
ees of the bank in the main offices in San 
Francisco and Los Angeles and in branches in 
248 other localities in California. The insur- 
ance policy is of the “contributory” type, 
part of the premiums paid by the bank and 
part by the insured. 





SAN FRANCISCO BREVITIES 

Analysis of the latest financial statement 
of the Bank of America National Trust & 
Savings Association shows a liquidity of 42 
per cent of total deposit liabilities. 

Lane C. Webber of San Diego, whe re- 
cently completed his term as president of the 
California Bankers Association, and C. Sum- 
ner James of the Citizens National of Los 
Angeles, have been delegated as new mem- 
bers from California on the Executive Coun- 
cil of the American Bankers Association. 

F. J. Brickwedel, vice-president and trust 
officer of the Wells-Fargo Bank and Union 
Trust Company of San Francisco, has been 
elected president of the Associated Trust 
Companies of Central California. 
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COLLECTIVE LEADERSHIP IN FINANCE 
AND INDUSTRY 
(Continued from page 752) 
icy was required or when certain general 
measures were needed because of the par- 
ticular stage to which this oscillation of 
boom and depression had reached, you would 
have an authority that would surely and ef- 
fectively be a guiding policy throughout the 
whole industrial and financial system of this 
country. 


International Co-ordination Essential 

1 said “of this country.” You will wonder 
that I have been dwelling in terms rather 
of a country than of the world. Of course, 
I believe that no solution can be found, either 
for the problems of this depression or for 
the problems that await us when this depres- 
sion is over, without collective action, ex- 
tending not only over the various organiza- 
tions of one country, but over the principal 
countries of the world as a whole.  Inter- 
national action in research, in the develop- 
ment of a concerted policy of those who lead 
in industry and finance, and in securing a 
coordination of policy, both through the in- 
stitutions which they control, and so far as 
governmental action is needed, through gov- 
ernments as well, is obviously 
essential. 


absolutely 


The first lesson one learns when one goes 
into international work is that international 
work, to be successful, can only be based 
upon an organization and a leadership that 
already exist in the different nations who 


are to be brought together in an interna- 
tional way. Therefore, if we are to do any- 
thing internationally, it is not a replacement 
or a substitute for national organization; it 
is a method by which, if national organiza- 
tion and leadership is achieved, a wider 
‘ange and more efficacious results can be 
secured from that leadership by subsequent 
coordination. 

I do therefore suggest that those who lead, 
or who are potential leaders in finance and 
in industry in this country, have a r6éle to 
play that may make all the difference in 
the world to the world’s future, economic 
and indeed political development. 


2°, *, i? 
we Of Me 


The Connecticut Mutual Life Insurance 
Company of Hartford, broke all previous 
records for a single day’s new business on 
May 29, when 340 life policies were issued 
for a total of $1,663,539. 

-aul Garrett has been elected president of 
the United Bank and Trust Company of 
Greensboro, N. C., succeeding R, B. Vinson, 
resigned. 
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ILLINOIS SUPREME COURT RULING ON 
“PRACTICE OF THE LAW” 
(Continued from page 868) 
had not been sufficient to establish the mis- 
conduct of respondent it would have been 
necessary for relators to have compelled the 
production of the books and records. But 
we are dealing now with a case where, after 
the misconduct has been established, the of- 
fender seeks to avoid punishment, and in 
such a case its candor or lack of candor in 
proceedings instituted in this court may 

properly be considered. 

“It is impossible to determine from this 
record the aggregate amount of respondent’s 
income derived from its practice of law. This 
ditticulty is caused principally by its failure 
to produce its books and records, over which 
it had exclusive control. On the basis of 
the evidence a conservative estimate of the 
fees so received would be not less than $50,- 
600. It is likewise impossible to ascertain 
from the record the amount of its net in- 
come from this source. The Commissioner 
finds that the respondent, through its attor- 
neys, ‘admitted’ that the profits of such busi- 
ness, after deducting the salaries of all em- 
ployees engaged therein, overhead and other 
expenses, would be not less than $1,000 per 
year. 

“We are thus left to conjecture as to 
whether the net income was more than $1,000 
per year, and if so, by how much. The 
amount of the fees received by respondent 
does not furnish the only basis for determin- 
ing the punishment which this court may see 
fit to impose in this or any other case. Even 
in a case where no money consideration is 
derived from such services, the court may 
fix a punishment suitable to the circum- 
stances of the offense. In view of the fact 
that this is the first time this court has been 
called upon to decide the questions involved 
herein, we have determined that a fine of 
$1,000 shall be imposed. We accordingly en- 
ter judgment herein requiring respondent to 
pay to the clerk of this court a fine in the 
sum of $1,000 and costs for contempt of this 
court, as evidenced by the acts of the re- 
spondent. Respondent found guilty of con- 
tempt.” 

me o & 


The vacancy on the board of directors of 
the Chemical Bank. and Trust Company of 
New York, caused by the death of Mortimer 
L. Schiff, has been filled through the election 
of Mr. Schiff’s son, John Mortimer Schiff, 
a partner in Kuhn, Loeb & Company. 
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BANKERS TRUST COMPANY 


PARIS NEW YORK LONDON 


CAPITAL $25,000,000 
SURPLUS FUND $50,000,000 UNDIVIDED PROFITS $37,000,000 


(Figures as of March 25, 1931) 
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CHARTERED 1863 


United States Trust Company 
of New York 


45-47 WALL STREET 











Capital - - - . - - $2,000,000.00 
Surplus and Undivided Profits . 27,672,392.00 























THIS COMPANY ACTS AS EXECUTOR, ADMINISTRATOR, TRUSTEE, 
GUARDIAN, COMMITTEE, COURT DEPOSITARY, AND IN 
ALL OTHER RECOGNIZED TRUST CAPACITIES 
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REAL AND PERSONAL, FOR ESTATES, CORPORATIONS 
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EDWARD W. SHELDON, Chairman of the Board 
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CHASE NATIONAL BANK 
of the City of “New York 


Pine Street corner of Nassau 


Forty-five Branches in Greater New York 


STATEMENT OF CONDITION, MARCH 25, 1931 


RESOURCES 

Cash AND Du—EFRoM Banks. .... . .. .. . §$ 455,258,562.28 
Loans AND DiscoUNTS ......... . 1,397,822,864.22 
U.S. GovERNMENT SECURITIES . . ....... 288,946,588.76 
a 177,403,584.18 
BUAGEEES gc Se el ll Cl 35,196,357.40 
REDEMPTION Funp—U. S. TREASURER . ae 436,825.00 
Customers AccEPTANCE Liasitity . . $181,246,234.63 

Less AMOUNTIN PortFrotio . . . = _19,951,913.15 161,294,321.48 





Co, re a 1,457,269.31 


$2,517,816,372.63 








LIABILITIES 


ON ne ee ht 
ES ee a 148,000,000.00 
UNDIvVIDED Prorits a ee ee er 63,006, 746.37 
RESERVED FOR TAXES, INTEREST, ETC. . . . . . . 7,092,196.31 
DivipEND PayaBLE Aprin1,1931 . . . ... . 5,550,000.00 
I cde ele ms! fl tg Om ew CRC 1,883,808,874.48 
CircuLaTiInG Notes a ee 8,611,990.00 
AccepTANCES . . .. ......._. $192,172,843.84 

Less AMOUNTIN PorRTFOLIO . . .. 19,951,913.15 172,220,930.69 


LiaBiLity As ENDORSER ON ACCEPTANCES AND ForREIGN BILLs 68,994,556.84 
Orner LIABILITIES aes & & oe bee wade oS 12,531,077.94 


$2,517,816,372.63 





This statement does not include the statements of any of the organizations affiliated 
with The Chase National Bank 





Be peer 




















Service to Banking Correspondents 


HEREVER American business exiends it receives active 
and effective cooperation through the facilities afforded 
by the Guaranty Trust Company of New York. 


To its banking correspondents this Company affords 
resources and organization adequate to meet the fullest 
requirements of modern finance. It maintains eight complete 
branches in Europe and has close relations with leading 
banks throughout the world. Its officers have at their 
command wide-spread sources of information regarding 
trade and financial conditions. We invite your inquiries. 


Guaranty Trust Company of New York 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capital, SurpLus AND UNbivipep Prorits MORE THAN $295,000,000 


© G. T. CO. OF N. Y. 1931 











TRUST COMPANIES 
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FIDELITY~ PHILADELPHIA 
TRUST COMPANY 


Capital $6,700,000 Surplus $21,000,000 
Undivided Profits $5,540,000.00 
































TRUST COMPANIES 


CHICAGO 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 


INVESTED CAPITAL 150 MILLION DOLLARS 


























ATTENTIVE 


ST. LOUIS 
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SINGLENESS 


of 
PURPOSE 


HE Detroit Trust Company is one of the 


largest trust institutions in the United States 
whose experience and facilities are devoted exclu- 
sively to the settling and managing of estates. This 
singleness of purpose and the sound conserva- 
tism of this company, help to account for the fact 
that 1930 marked the greatest year in its history, 


both in service to clients and in increased clientele. 


' J YETROIT "TRUST CLOMPANY 
Fort Street opposite Post Office, Detroit, Michigan 











TRUST COMPANIES 


First Union Trust 
and Savings Bank 


Affiliated 
The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
serve in the most responsi- 
ble corporate trust capacities: 


Corporate Trustee 
Registrar 
Transfer Agent 
Depositary 
Disbursing Agent 
Paying Agent 
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EXECUTOR * TRUSTEE * AGENT * GUARDIAN 


Our Principal Business 


* * * 


Tue organization of Old Colony Trust Company has 
been built up over a period of years for the specific 
purpose of settling estates as Executor and managing 
property in Trust. 

Trust Service is our principal business. 

When your will names Old Colony Trust Com- 


pany Executor and Trustee you are providing the 


benefits of an institution rendering distinguished ser- 


vice in a most important field. 


* * * 


OLD COLONY 


‘TRUST COMPANY 


17 COURT STREET, BOSTON 


Affiliated with Tue First Nationat Bank of Boston 








TRUST COMPANIES 


More Than 50 Years 


of Fiduciary Experience 


in Massachusetts 


Every Estate and Trust in the care of 
this Company as Executor and Trustee 
receives the full benefits of well over 
half a century of fiduciary experience in 
this State, during which time many hun- 
dreds of Estates have been efficiently 
settled and many hundreds of Trusts sat- 
isfactorily managed. This is our principal 
business. 





Individuals and corporations requiring 
the services of an institution of this kind 
are cordially invited to correspond with 
the President or other officers of this 


Company. 


Charles E. Rogerson, President 


We also act as Corpo- 
rate Trustee, Transfer 
Agent, Registrar and 


BOSTON SAFE DEPOSIT as Agent in the dis- 


bursement of dividends. 


A N D TRU S 4% Com PANY This service isincharge 
of specialists and our 
1O0O Fran KLIN STREET equipment to handle it 
C4 Axcu and Devonsuire Streets is complete. 
Incorporated 1874 
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CLOSELY ASSOCIATED WITH 
THE DEVELOPMENT 
OF INDUSTRIAL MICHIGAN 














CITY NATIONAL BANK & 
TRUST CO. Battle Creek 


BANK OF COMMERCE 
Dearborn 


BANK OF DEARBORN 
Dearborn 


UNION STATE BANK 
Dearborn 


GUARDIAN DETROIT BANK 


Detroit 


GUARDIAN DETROIT 


COMPANY Detroit 
KEANE, HIGBIE & 
COMPANY Detroit 


MICHIGAN INDUSTRIAL 


BANK Detroit 
NATIONAL BANK OF 
COMMERCE Detroit 


INCORPORATED IN MICHIGAN— 
FOR MICHIGAN fi 


— 
= VERS 


vat 











UNION GUARDIAN 
TRUST CO. 


Detroit 


UNION INDUSTRIAL 
TRUST & SAVINGS ar 
“tint 


GRAND RAPIDS 
NATIONAL BANK 
Grand Rapids 


GRAND RAPIDS 
TRUST COMPANY 
Grand Rapids 


JEFFERSON SAVINGS 
BANK Grosse Pointe Park 


BANK OF HAMTRAMCK 
Hamtramck 


HIGHLAND PARK 
STATE BANK 
Highland Park 


HIGHLAND PARK 
TRUST COMPANY 
Highland Park 


THE NATIONAL BANK 
OF IONIA 


UNION AND PEOPLES 
NATIONAL BANK 


Ionia 


Jackson 


FIRST NATIONAL BANK & 
TRUST COMPANY 
Kalamazoo 


CAPITAL NATIONAL 
BANK Lansing 


CITY NATIONAL BANK & 
TRUST COMPANY Niles 


FIRST NATIONAL 
TRUST & SAVINGS 
BANK Port Huron 


SECOND NATIONAL BANK 
& TRUST COMPANY 
Saginaw 


TRENTON STATE 
BANK Trenton 


AGGREGATE RESOURCES OVER $500,000,000 





TRUST COMPANIES 


Helping You 
To Know New York 


Manufacturers Trust Company has offices in 
44 different sections of New York, has ac- 
counts from virtually every line of business 
and industry in the city, works with all types 
and all classes of New Yorkers. It knows 
New York—knows New Yorkers. And it 


can give you a clear picture of conditions in 


New York. 


You are cordially invited to open a corre- 
spondent account—to establish a relationship 
which will enable us to make our New York 
data available to you and to your customers. 


Manufacturers 
Crust Company 


44 Unit Offices in New York City 


PRINCIPAL OFFICE 
55 Broad Street, New York City 


Member New York Clearing House Association 
Member Federal Reserve System 





TRUST COMPANIES 


The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, Corporations 
and Individuals. 


INTEREST ALLOWED. 


ls fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SAMUEL F. Houston, President 





a il i ii ti tail ea iadaaiaaaie tema: 


Empire Crust Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE, Corner 47th Street 
HUDSON OFFICE 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 


LONDON OFFICE 
28 CHARLES STREET, HAYMARKET, S.W. 


AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 


Empire Safe Beposit Company 
SAFE DEPOSIT VAULTS AT ALL OFFICES 
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MAINE’S 
Largest Banking Institution 


Capital and Surplus $2,000,000 
Resources Over $30,000,000 
10 Banking Offices 


Fipeuity Trust Company 
Portland, Maine 
Westbrook, South Portland, Harrison, 


Fryeburg, South Windham, Yarmouth, 
Cumberland Mills, Woodfords 


A Member of the Financial Institutions Group 


SS 


NOT TAXABLE 


in 


NEW YORK 


The income from any secur- 
ities deposited in New Jer-* 
sey in a custody account is 
considered to be derived 
from New Jersey and is not 
taxable in New York. 


Inquiries invited regarding 
custody accounts. 


THE TRUST COMPANY 


OF NEW JERSEY 


COMPANIES 
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TRUST 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated with First National Bank 
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Serving 
WESTERN NEW YORK 


You will find this bank a competent and 
reliable agent in handling your financial 
business in Western New York. 


Fully equipped in departments of Trust, 
Banking, Safe Deposit, Travel and In- 
vestment. 


ae 


Mis'T 
TRUST COMPANY 
Buttalo, N. Y. 

















Complete Trust Department | A n cilla é V Service 
| in Minnesota 


 halalenialaen needing probate or 
other attention in Minnesota 
Escrows will be economically and expertly 
managed by this 40 year old 
We solicit your Trust Company. Let us handle 
referred business. | your Northwestern trust business 
for you. 


Title Insurance 


Capital and Surplus FIRST MINNEAPOLIS 
over $700,000.00 TRUST COMPANY 
115 SOUTH FIFTH STREET 


Title and Trust MINNEAPOLIS, MINNESOTA 
COMPAN 


TITLE AND TRUST BUILDING ~ PORTLAND Affiliated with First National Bank 
OREGON in Minneapolis 
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MONTCLAIR gos 


HEN corporahions and 
individuals move from 
your city to the Newark 
territory, give them a let 
ter of introduction to New 
Jerseys largest bank ~~ 


Fidelity Union Trust Company 


Member Federal Reserve System 


Newark. Newdersey 





Twenty-four Hour 


Transit Service 


(Commerce [rust Ompany 


Resources Exceed 100 Millions 


Kansas City 








TRUST COMPANIES 


CHARTERED 1836 
Continuous Growth the Result of 


Conscientious Service for Almost a Century 


N that impressive list of the one hundred leading banks and 
trust companies of the United States is included the Girard 
Trust Company. With but two exceptions, all of these insti- 
tutions represent the merging or consolidation of assets of two or 
more organizations. Some of them are “‘chain’’ banking systems. 


The Girard Trust Company is one of the two exceptions. 
Throughout the ninety-five years of its existence, this institution 
has maintained its individuality. It has neither merged with, nor 
acquired control of, any other institution. 


It is a far cry from the Philadelphia of 1836, with its ‘infant 
industries’’ and its population of 225,000, to the city of today 
with its 2,000,000 town-dwellers, its hundreds of thousands of 
suburbanites and its well-merited title of ‘*The Workshop of the 
World.’’ Quite as great is the contrast between the Girard Trust 
Company of nearly a century ago, with its three employees 
and a capital of $300,000, and the same Company today, with 
its staff of over 600 and capital and surplus of $20,000,000. 


The Girard Trust Company which now serves many out-of-town finan- 


cial institutions, business houses and individuals, invites the business of 
others who wish a banking connection with a well-rounded service. 


GIRARD TRUST COMPANY 


BROAD AND CHESTNUT STREETS, PHILADELPHIA 








Specializing in the Law of 

HERBERT L. DAVIS, LL.M. |) 2ents and Banking, Account 
(Formerly Referee and Auditor, Supreme Court, D. C.) ing and Infringement Suits. 

Atrorney AnD CounseLior at Law Practicing before Federal De- 

1001 Fifteenth Street, N.W., Washington, D.C. partments, Bureaus, Agencies 


and Commissions. 
Author of 


TREATISE, LEGAL ACCOUNTING, 
BANKS AND BANKING, ETC. 


This Treatise is Highly Commended by Deservedly Noted 
Bankers, Jurists, Accountants, and Others 


Ready for HERBERT L. DAVIS. ESQ. 


Suite 901, 815 15th St., N. W., Washington, D. C. 


D 4 | LVET. y bie. Court feeders See se op ee Gethered. — 
Order Now! 








W.... a bank becomes an “old standby” as a cor- 
respondent for hundreds of ably managed banks, it 
stands to reason that it would be an excellent new 
correspondent connection for other banks. 


This is the case with the Wachovia, for 38 years 
a successful, helpful bank and trust company in 
North Carolina. 


WACHOVIA. 


BANK AND TRUST COMPANY 


NORTH CAROLINA 


Asheville Raleigh 
High Point Wheaton aloes Salisbury 


Capital and Surplus $4,500,000 





THE 


PENNSYLVANIA COMPANY 


for Insurances on Lives and Granting Annuities 


Originally Chartered 1812 


PACKARD BUILDING 


Southeast Corner Fifteenth and Chestnut Streets 


BANK and TRUST COMPANY 


Accounts of 
CORPORATIONS, BANKS, FIRMS AND INDIVIDUALS SOLICITED 


Acts as Trustee for Corporate Mortgages 


Resources over $325,000,000.00 


PHILADELPHIA, PENNSYLVANIA 


Cable Address: “‘Pznco” Member Federal Reserve System 














